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PROFESSIONAL NOTES 


The Companies Bill 


The Companies Bill, first presented in the House of 
Lords, has now been sent to the House of Commons. 
We dealt in our last two issues with the amendments, 
some of them substantial, that had been made in 
the House of Lords on the original Bill. On the 
third reading in the House of Lords, Lord Jowett, the 
Lord Chancellor, summed up the main changes that 
had been effective. The first was the deletion of the 
provisions of the Bill dealing with nominee share- 
holdings. The Cohen Committee recommended that 
in cases where a shareholder was the owner of more 
than 1 cent. of any class of issued share capital, 
it should be declared on the register; this recom- 
mendation is not, however, incorporated in the Bill, 
owing to the difficulties of definition and administra- 
tion and of preventing evasion. Secondly, any regu- 
lations making more onerous the requirements of 
the First Schedule of the Bill (dealing with the form 
and contents of profit and loss accounts and balance 
sheets) will now have to be passed by an affirmative 
resolution of both Houses of Parliament. Thirdly, 
to quote the Lord Chancellor, “the clause which 
deals with the qualification of auditors does not go 
so far as some members of the profession would wish, 
and in particular doubts have been raised whether 
under the clause, as drawn, persons might qualify as 
auditors who are not really skilled to undertake their 
duties. -All I can say is that this Bill seeks to do 
no more than to carry out strictly the recommenda- 
tions of the Cohen Committee. These recommenda- 


tions go beyond the existing law, but the rule ordering 
all the profession can be done only in a Bill specially 
directed to that purpose. Such a Bill is being 
prepared by the accountancy profession.” Fourthly, 
the Bill now allows companies of a certain kind 
exemption from the obligation to disclose reserves ; 

conditions for such exemption, where necessary in the 
national interest, will be laid down from time to 
time by the Board of Trade and “ would certainly 
provide that where dividends are paid otherwise than 
out of current profits the fact will have to be dis- 
closed in the accounts,” Fifthly, there has been 
devised the “special notice,” which lies midway 
between the ordinary resolution and the special 
resolution. This special notice will be required to 
be evoked where shareholders wish to remove a 
director who has not carried out his duties satis- 
factorily, where it is desired to retain the services of a 
director who otherwise would have to retire at the 
age of seventy, or where auditors are to be removed 
or appointed. The special notice is to be of 28 days, 
subject to the proviso that where an annual general 
meeting, requiring 21 days’ notice, or an ordinary 
general meeting is called after a special notice has 
been received, the resolution, the subject of the 
notice, can be moved at that meeting ; but if a special 
notice is sent in after such a meeting has been called, 
the resolution cannot be taken at that meeting. The 
Lord Chancellor confessed that this matter needed 
some further consideration, particularly from the 
point of view of the expense to which a company 
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might be put in circularising shareholders on a reso- 
lution sent in by a disgruntled shareholder, and said 
that if some satisfactory way of dealing with this 
difficulty were to be found an amendment would be 
made in the House of Commons. The Lord Chan- 
cellox quite legitimately remarked that it was a matter 
of satisfaction to him that, having dealt with and 


of over 300 amendments in the House of. 


Lords, they had not had a single division on any one 
of them. As Viscount Swinton said, the House of 
Lords is pre-eminently the body for dealing with a 
complicated piece of law like the Companies Bill. 


Inland Revenue Report 


The report of the Inland Revenue for the year 
ended March 31, 1946, has recently been published 
(Command 7067). This report, which runs to nearly 
eighty pages, contains a mass of valuable statistics 
on the various Inland Revenue duties, together with 
a great deal of information, extremely useful for 
purposes of reference, on the rates of duty and changes 
made in the Budget before the last. One very in- 
structive table on the income tax shows that actual 
income in Great Britain and Northern Ireland (actual 
income means the statutory income of persons above 
the exemption limit) amounted in 1942-43 to £5,625 
- million; after deducting total earned income allow- 
ances of {421 million and total personal allowances 
of £2,526 million, the taxable income in that year 
was {2,677 million. This last figure compares with 
£2,316 million the previous year and {1,159 million 
a decade earlier, in 1933-34. Another table shows 
that in 1945-46 the number of employers concerned 
with tax deduction under P.A.Y.E. was 800,000, and 
the number of employees was 16.5 million; these 
employees obtained a total remuneration of {£4,200 
million and the total amount of tax deducted was 
£590 million. It is also worthy of note that accord- 
ing to the table of valuations of property for the 
purposes of death duties, the principal value as 
brought in by the accounting parties on 92,466 
cases in 1942-43 was {130.2 million, and that the 
increase in this figure resulting from the official 
valuation was only {7.2 million or 5.5 per cent. 
Taking still another instance of the many statistics 
given in this report, the number of joint stock com- 
panies registered in 1945-46 in Great Britain was 
13,778, compared with 8,205 in the previous year 
and with 13,306 in 1938-39. 


Argentine Railway Panel 

The boards of the Argentine railway companies 
are to be commended for their decision to submit 
to an independent expert panel the schemes by which 
the various classes of stockholders will share in the 
proceeds of the £150 million purchase price which is 
to be paid by the Argentine Government for acquiring 
the railway undertakings. Differences between the 
earnings and assets position of the various companies, 
to say nothing of the wide variations in their capital 
structures and in the relative security of their 
different classes of capital, had suggested that any 
schemes put forward with the best intentions by the 
individual companies might become the subject of 
considerable controversy, not merely about the 
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amounts of com tion to be allocated to different 
concerns, but about the relative treatment of 
different classes of capital within each concern. Only 
by some independent body of assessors could the risks 
of almost endless controversy be avoided. It is, 
indeed, not certain, even with the assistance of 
such an eminent panel as Sir Andrew Duncan, M.P., 
who will act as Chairman, Sir David Maxwell Fyfe, 
K.C., M.P., and Mr. Gilbert D. Shepherd, who took 
office as President of the Institute of Chartered 
Accountants recently, that controversy will be wholly 
avoided. The main source of contention is likely to 
be the relative treatment of junior and senior stocks. 
In the view of many City observers there appears to 
be some danger that the junior stockholders might 
succeed in certain cases in exerting their nuisance 
value to the detriment of the senior stockholders. 
Certainly the behaviour of the junior stocks in the 
market when the purchase agreement was announced 
four months ago did nothing to reduce this risk. 
Clearly, however, it would be invidious to prejudice 
the panel’s heavy task by raising such issues at this 
stage. It is expected that the necessary scheme will 
be put before the panel by the boards and that, after 
they have been examined, figures showing the allo- 
cation of the purchase price between the various 
stocks, on a basis of what the panel regard as being 
equitable, will be published. This arrangement offers 
the best tee in the circumstances that the 
application to the High Court for the summoning of 
meetings to approve the scheme will be based on the 
conclusions of expert and objective assessors. 


Costing in the Heavy Clothing Industry . 

The report of the working party on heavy clothing, 
in its section dealing with costing, reiterates a recom- 
mendation which has become familiar from the reports 
of other working parties. It urges the use by manu- 
facturers in the industry of efficient costing systems, 
and emphasises that a standard system would with- 
out doubt be “one of the greatest fillips to the 
industry’s efficiency.’’ The working party suggests 
that the proposed Council of the Heavy Clothing 
Industry, a body which will represent both sides of 
the industry, should formulate a sound costing system. 
If this were to be done by the proposed Council, the 
initial cost would be borne by the industry as a whole, 
and efficient costing would thus be brought within 
the means of all mémbers. In contrast, at the present 
time some manufacturers, for the sake of economy, 
use over-simplified systems that are not really effi- 
cient, and may even be misleading. The standardis- 
ation of costing methods, which experience on govern- 
ment contracts during the war showed to be necessary, 
would allow valuable comparisons to be made 
between members of the industry, who would “ re- 
ceive stimulation from such compari and the 
contacts that would inevitably follow.” 


Transport and Electricity Compensation 
A scheme, first suggested by the railway com- 
panies, has been worked out whereby delay in issue 
of British Transport Stock and British Electricity 
Stock, to compensate owners of stocks to be extin- 
guished, will be minimised. Where the compensation 
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values of railway and electricity stocks have already 
been fixed holders will automatically, on the transfer 
or vesting date, become holders of the amounts of 
British Transport and British Electricity Stocks to 
which they are entitled. In this way the otherwise 
gradual issue of new stock certificates will not have 
to be completed before dealings can take place in 
British Electricity and British Transport Stocks, but 
it can instead be effective immediately following the 
date of transfer. Where the compensation values 
of securities have not been determined before the 
transfer or vesting date a “conversion date” will 
be fixed, and until that date the present securities 
will continue to be transferable. The only rights 
attached to such securities, however, will be that of 
receiving transport -or electricity stocks and that of 


receiving payments of interest. On the date of con- 


version the securities will be extinguished and holders 

will then possess British Transport or Electricity 

Stocks in their place. 
The Society’s Annual Meeting 


The sixty-second annual general meeting of the 
Society of Incorporated Accountants will be held at 
the Hall of the Auctioneers’ and Estate Agents’ 
Institute of the United Kingdom, 29, Lincoln’s Inn 
Fields, London, W.C.2 (by kind permission of the 
Council of that Institute) at 2.30 p.m. on Wednesday, 
May 21. The chair will be occupied by Mr. F. 
Woolley, J.P., F.S.A.A., President of the Society, 


and it is hoped that he will be supported by a large: 


attendance of members. A report of the p 
will appear in our next issue, together with the annual 
report and accounts. 


The Society’s annual meeting will be followed by 
the annual meeting of subscribers and donors to the 
Incorporated Accountants’ Benevolent Fund, to be 
presided over by the President of the Fund, Sir 
Thomas Keens, D.L., F.S.A.A. 


The Universities and the Accountancy 
Profession 


The scheme for the university education of accoun- 
tancy students is now in its second year, and about 
one hundred such students are now at universities 
and university colleges in England and Wales. For 
the purpose of enabling representatives of the uni- 
versities and of the profession to report progress, to 
compare experiences and to make plans for the 
future, a conference was held at Queen’s College, 


Oxford, from April 11 to 14. Lord Eustace Percy - 


(Chairman of the Joint Standing Committee) pre- 
sided at all the meetings of the conference, at which 
were present representatives of the Local Joint 
Committees of Birmingham, Bristol, Hull, Leeds, 
Liverpool, London, Manchester, Newcastle, Notting- 
ham, Sheffield and Wales, together with members of 
the Councils of the professional bodies (the Institute, 
the Society and the Association). The conference 
was particularly fortunate in its Chairman and in 
its Secretary (Mr. R. W. Bankes), to whom much of 
the success of the meetings was due. The report 
prepared in 1944 by Sir Arnold McNair and his 
Committee (appointed jointly by the Committee of 


Vice-Chancellors_ and the professional bodies) has 

ved to be a thoroughly practical document, and 
it was not found necessary to consider any changes of 
principle. Detailed consideration was given to the 
curriculum (which comprises accountancy, economics, 
statistics, law, government and a foreign language 
or some other approved degree subject). Consider- 
able importance was attached to the appointment of 
more full-time teachers of accountancy, assisted b 
part-time lecturers with practical experience of su 
subjects as costing and taxation. The need for more 
and better accountancy text-books was discussed, 
and the possibility of a research journal was con- 
sidered. It was recommended that students should 
make arrangements for their professional service 
(three years in an accountant’s office or other ap- 
proved service) before commencing their university 
course, which normally involves full-time attendance 
at a university for two years nine months. National 
service, standards of admission to the universities, 
grants for ex-service candidates, scholarships and 
contacts with schools were considered, and reports 
prepared for the information of the Local Joint 
Committees, on which are representatives of the 
universities and the profession. 


The existence of the scheme has stimulated research, 
icularly in the common ground between econom- 
ists and accountants. There was an interesting dis- 
cussion on this subject, led by Sir Henry Clay, of 
Nuffield College, Oxford, and Mr. F. Sewell Bray, 
F.S.A.A., F.C.A., Nuffield Fellow in the Department 
of Applied Economics, Cambridge. The representa- 
tives of the universities and the accountancy pro- 
fession who were present at the conference agreed 
that periodical méetings of this kind were an essential 
part of the scheme, and arrangements were made for 
a future conference. 


Solicitors’ Accounts 

In our December, 1946 issue was published the 
text of the Accountant’s Certificate Rules, made by 
the Council of the Law Society under the Solicitors 
Act, 1941, and our editorial also dealt with this 
question. A copy of a booklet published by the Law 
Society, containing an explanatory memorandum, was 
sent to every Incorporated Accountant in practice. 
From information before us it is desirable to state 
that the accountant’s certificate, as set forth in the 
Schedule to the Accountant’s Certificate Rules, must 
be signed by the individual practising accountant 
who takes responsibility for the examination of a 
particular solicitor’s accounts. The certificate should 
not be signed by the firm in which the accountant 


making the examination may be a partner. 


Incorporated Accountants’ Course, 
September, 1947 

On page 114 of this issue we publish details of the 
arrangements for the short Course to be held by the 
Society of Incorporated Accountants at King’s 
College," Cambridge (by kind permission of the 
Provost and Fellows) from September 19 to 24, 
1947. Members wishing to attend are asked to advise 
the Secretary as early as possible. 
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Fi the I Accountants’ 


The Annual Subscription t¢ ACCOUNTANCY is 
12s. Se eee 
The price of a single copy ts 1s. od., postage extra. 


THE BUDGET 


From the accounting viewpoint the outstanding 
feature of the Budget is that, far from showing a 
surplus, as claimed, it should, on correct principles of 
accountancy, show a deficit. For Mr. Dalton has con- 
tinued the indefensible procedure adopted in previous 
Budgets of crediting to ordinary “ revenue ’’ certain 
semi-capital items, in particular £270 million of non- 
recurring special revenue, while leaving out of ordinary 
expenditure. £460 million in respect of E.P.T. refunds, 
payment of post-war income tax credits and settle- 
ment of war damage claims. It is certainly high time 
that the national accounts were re-cast on proper lines, 
so that the real balance between revenue and ex- 
penditure, as normally understood in commercial 
accounting, would be brought out ; at the same time 
there should be a separate capital account drawn up 
as closely as possible on business accounting principles. 

Mr. Dalton, in refusing to make use of the windfall 
items of non-recurring revenue (principally some 
outstanding credits voted in previous years and not 
spent) for tax reduction, went some way towards 
admitting that his ostensible surplus was produced 
by rather peculiar accounting means. It is regrettable, 
nevertheless, that the Chancellor did not concentrate 
more upon producing, through the machinery of his 
Budget, greater incentives to increased industrial 
output. The expansion in the earned income 
allowance from one-eighth to one-sixth is a step in 
the right direction, but the need for incentives is at 
present so great that we should have welcomed 
restoration of the allowance of one-fifth obtaining 
before the war. While the increase in the child 
allowance to the pre-war figure of {60 and the more 
generous allowance for dependent relatives are in 
themselves commendable, they might have been fore- 
gone for this year in favour of either a diminution in 
the standard rate of tax, which would have incentive 
effect, or a special relief for overtime earnings, which 
would be still more valuable in this direction. 

The dis-incentive effects of high taxation in what 
might be termed the “ managerial class’’ are at the 
present time so pronounced that the Chancellor 
would surely have been justified in making the 
relatively small financial sacrifice involved in a- 
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special earned income allowance in the lower sur-tax 
ranges. Lower in the scale of direct taxation, his 
speech suggested a degree of complacency about the 
system of P.A.Y.E. which will appear somewhat 
unfortunate to those who have first-hand knowledge 
of the effect upon industrial output of the very high 
marginal incidence of the tax collected under that 
system. 

The Budget is, again, to be criticised for the 
penalisation of equity capital in the increase of profits 
tax on distributed profits. The only concession, in itself 
a valuable one, is that individuals and partnerships 
are exempted from the tax as from the beginning of 
this year—since businesses in this form combine most 
clearly the enterprise of the proprietors with the 
provision of risk-bearing capital by them, the exemp- 
tion seems to be a tacit recognition of the need for 
encouraging greater activity, at least in this one 
sector of the economy. 

If Mr. Dalton were to have gone further in providing 
incentives, as we think he might have done, it would 
certainly have been necessary for him to make even 
greater increases in indirect taxes than he proposed, 
But there seems to be no valid reason, in the present 
state of things, for resisting higher indirect taxes on 
a wider range of commodities. The pronounced in- 
crease in the duty on tobacco is certainly not a 
popular move, but it seems questionable whether less 
substantial increases in some other indirect taxes 
would not be as unpopular. It is a little surprising to 
find that the change in purchase tax is downward 
rather than upward, at a time when consumption of 
other than staple commodities needs to be discouraged. 

The Chancellor’s antipathy towards the issue of 
shares on a “ bonus ”’ basis has produced the curious 
but questionable result that he will now frown less 
severely upon such issues, provided he receives a 
commission, in tax, of 10 per cent. on the “ bonus 
element.’’ The determination of the amount of the 
“‘ bonus element ’’ remains doubtful, but is not less so 
than the principle of collecting what Mr. Dalton terms 
a “‘rake-off”’ on an operation which until now he has 
regarded as morally reprehensible. The new tax will 
make capitalisation of reserves impossibly expensive in 
many cases where, by any sound reasoning, the process 
is an innocuous and, indeed, necessary one. Again, 
issues of new capital will frequently be more ex- 
pensive and more complicated than heretofore, with 
consequential adverse effects upon industrial activity. 
Here, then, we have once more an impost which acts 
contrary to the prime requirement of to-day, namely, _ 
the encouragement of production. 

In general, if the Chancellor had taken real steps to 
expand the national income, through the only route by 
which it can be expanded, namely, by greater indus- 
trial output, he would have produced an expansion of 
revenue which would have added Budgetary justifica- 
tion to the powerful economic arguments in favour of 
such steps. ~ 
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Budget 


In the field of income tax, the Budget 
fall short of many prophecies in that there is to be 
no alteration in the standard rate. Sur-tax for 
1947-48 is to be imposed in the next Finance Act, not 
in the one arising out of this Budget ; this reverts to 


. Allowances 
As anticipated, the earned income allowance ‘is 
restored to the 1940 level of one-sixth, with a maxi- 
mum of £250. The child allowance also reverts to 
£60. These two increases will take another three- 
quarters of a million people out of income tax liability. 
This will alleviate the strain on the Revenue machine 
as well as lightening the burden of P.A.Y.E. work on 
employers. 
The “ wife’s earned income relief” is amended, 
of course, to five-sixths to keep it in line with the 
earned income allowance. 


Dependent Relative Allowance 
~The increase in old age pensions—designed to meet 
the increased cost of living—had made the existing 
ent relative allowance provisions totally 
inadequate. Under the proposals the maximum re- 
mains at £50, which will be given in full if the 
relative’s only income is the old age pension, and 
will: only taper-off where the relative has income 
exceeding £70, until the income reaches {120._- 


P.A.Y.E. 

These increases in allowances naturally mean new 
tax tables, and new coding notices, but the change 
in the tables introduced this year made it possible 
for the Chancellor to promise the new tables in 10 
weeks, as against last year’s five months. The new 
allowances will, therefore, become effective in the 
pay packets for the first week in July. 


Post-War Credits 
Last year, men over 65 and women over 60 were 
repaid their post-war credits for 1941-42, 1942-43, 
and 1943-44. This year they are to have those for 
1944-45 and 1945-46. This will complete their repay- 
ments. Those reaching the stipulated age will be 
able to claim the repayment for the five years in a 
single sum. 
Cotton Amalgamations 
To assist approved amalgamations in the cotton 
industry, balancing charges on plant and machinery 
sold as a result of such amalgamations are to suffer 
tax at half the standard rate only. 


The Profits Tax 
Readers will welcome the exemption from profits 
tax of individuals and partnerships as from January 
' 1, 1947. The increase in the case of companies to 
124 per cent. on that of the profit distributed 
by way’ of dividend will not be so po ; it will 


fall wholly on the equity shareholders. The Budget. 
resolution indicates that there are to be amendments 
of detail for which we must await the Bill. 
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Details 


Excess Profits Tax 
The recent decision that the term “ directors’ 
remuneration ’’ must be read as excluding remuner- 
ation in respect of any other office held by the director 
is to be negatived at once. The Bill will show how far 
this will go, but the resolution indicates that the 
amendment will be for all chargeable accounting 


periods. 
Farm Animals 
The law is to be amended so that all animals k 
oe er pee Kee Sy ee Bee 
treated for income tax as — stock, or, if an 
alternative basis (e.g., the “ herd” principle) has 
been duly exercised, then on that basis. 


Double Taxation Relief, 

There are to be amendments of the law for 1946-47 
onwards under this heading. 

There are also to be amendments (with retrospective 
effect) in respect of income tax of the National Coal 
Board and the other persons concerned, where assets 
vest in that Board. 


; Exceptional Depreciation 
» Any allowance in respect of an industrial building 
for a 7 is to be written off as at the woe 
1945-46 or the purposes of arriving at the “ resi ue 
of expenditure.’ 
Benefits procured for Directors or 
Employees 

Accountants will welcome the to im 
liability to income tax where benefits (including 
benefits which are to be enjoyed only on the happeni 
of particular contingencies) are or are to be proc 
or provided by bodies for persons who, as directors or 
otherwise, are taking part or are to take part, or 
have taken part in the management of their affairs, 
or by employers of any kind for persons who are or 
are to be or have been their employees. We await 
details in the Bill with interest. 

Legacy and Succession Duties 

In respect of deaths or successions on or after 
April 16, 1947, legacy and succession duties are 
doubled, except in the case of charities. No duty 
will be payable where the estate does not exceed 


£2,000, and the exemption limit for children of full 


age becomes £2,000. uests of less than £100 are 


to be exempted. 
Stamp Duties 


Subject to relief for small transactions, the stam 
duty on the transfer of property is to be doubled. 


_ The duty on leases and mortgages is also to be doubled, 


except on ordinary tenancy agreements at a rental of 
less than £100 a year. The duties are likewise to be 
doubled on marketable securities, share warrants, 
bearer certificates, and allotment letters, etc. 


Bonus Issues 
The discretion of the Capital Issues Committee to 
approve bonus issues is to be extended, but all profits 
capitalised and used to pay up bonus shares or calls 
ype ae ae 5 andl abi wegamen Sry of 
A similar duty will be payable on the excess of 
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market value over the issue price of shares of public 


companies. Where shares are not quoted 


pani 
Stock Exchange, the 10 per cent. will be charged on 
“the excess of the par value of the share over the 
sum, if any, paid for it.” We do not understand the _ reading. 
words quoted from the Chancellor’s speech, as it 
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comment un 
April 16, 1947, are caught. 


on the 


and as intricate as usual. 


Budget Estimates, 1947-48 


A.—ORDINARY 
EsTIMATED REVENUE 
Inland Revenue— £ £ 
Income Tax 1,073,000,000 
Sur-tax . ,000,000 
Death Duties 155,000,000 
Stamps . 57,000,000 
Profits Tax and "Excess 
Profits Tax : 202,000,000 
Other Inland Revenue 
Duties 1,000,000 
Total Inland Revenue acu ... 1,568,000,000 
Customs and Excise— 
Customs ... sa 736,960,000 
Excise 643,040,000 
Total Customs and Excise ... ... 1,380,000,000 
Motor Vehicle Duties 50,000,000 
ToTAL RECEIPTS FROM TAXEs _... 2,998,000,000 
Sale of surplus war stores ™ 95,000,000 
Surplus receipts a certain. ee 
services i 55,000,000 
Wireless Licences | 11,000,000 
Crown Lands 1,000,000 
Receipts — Sundry Loans 21,000,000 
os 270,000,000 
ToTaL REVENUE ... 3,451,000,000 


REVENUE AND EXPENDITURE 


Interest and Management of National Debt 
Payments to Northern Ireland Exchequer ... 
Miscellaneous Consolidated Fund Services ... 


Total 
Supply Services— £ 
Defence— Army Votes ... 372,972,000 
Excluding | Navy Votes ... 182,935,000 
Pensions < Air Votes... 211,482,000 
Ministry of Sup- 
ply ... --- 100,300,000 


Army Votes ... 15,028,000 
Navy Votes ... 13,765,000 
Air Votes... 2,518,000 


Pensions 


Civil— 
I. Central Government and 

Finance -.- 13,150,000 
II. Foreign and Imperial ... 61,832,000 
III. Home Department, Law 

and Justice... 34,386,000 
IV. — and Broadcast: 
4 183,976,000 
LZ Health, Housing, Town 
, Labour and 


National Insurance... 
VI. Trade, Industry and Trans- 


port 
. Common Services (Works, 
Stationery, &c.) a 
. Non-Effective 
(Pensions) 100,609,000 
IX. Exchequer Contributions 
to Local Revenues 66,412,000 
X. Supply, Food and Mis- 
cellaneous Services ... 582,019,000 


Post Office Vote (Excess over Revenue) 
Tax Collection— 


Customs and Excise and Inland Revenue 
Votes (including Pensions, £1,988,000) ... 


387,647,000 
188,784,000 
79,211,000 


TotaL EXPENDITURE 
SURPLUS ae oni eae 


EsTIMATED EXPENDITURE. 
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seems to imply an issue at a discount, so we reserve 
we see the Bill. All issues on or after 


Altogether, the above list of items makes mixed 
The Finance Bill promises to be voluminous 


867,689,000 


31,311,000 


2,625,367,000 


-.. 3,181,367,000 
--- 269,633,000 


3,451,000,000 


* In addition £6,500,000 for Interest on the National Debt will be met from receipts under the following Acts :—Bank of 
England Act, 1946, Coal Nationalisation Act, 1946, New Towns Act, 1946, Local Authorities Loans Act, 1945, Building Materials 
and Housing Act, 1945, Housing (Temporary Accommodation) Act, 1944, Housing (Scotland) Act, 1944, and Overseas Trade 


Guarantees Act, 1939. 
¢ This item consists of :— 


(a) £20,000,000, being proceeds of reserved taxes in Northern Ireland after deduction of Imperial Contribution and 
the cost of reserved services in Northern Ireland, and 


(b) £3,000,000, issues under the Unemployment and Family Allowances (Northern Ireland Agreement) Act, 1946. 
B.—SELF-BALANCING REVENUE AND EXPENDITURE 


Post Office expenditure corresponding to Revenue 


(including panne ‘#10, _ anid’ 


Excess Profits Tax, Post-war refunds (Part deducted for tax) 


Total 


£ 
144,230,000 
49,000,000 


193,230,000 : 
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The National Accounts 


By F. W. FORGE 


Despite the very welcome growth in the diversity 
of statistics made available to the public in the past 
two years, the annual White Paper on the national 
revenue and expenditure of the country still retains 
its importance. On the statistical side it remains 
the most valuable contribution to an understanding 
of the development of the body economic. 

Of the numerous possible conceptions of the 
national income it is perhaps most suitable in a short 
survey to choose the smallest, namely the cost to the 
nation of producing the goods and services consumed 
during the period under review. On this basis, there 
was a fall of nearly 4.4 per cent. last year as against 
1945. In real terms the fall must have been greater, 
since prices continued to rise. But from the stand- 
point of national satisfaction everybody was a great 
deal better off, since the Government expenditure fell 
by some 48 per cent. It was still nearly three times 
as high, in money terms, as in 1938. The relevant 


figures are set out below. . 
1938 1944 1945 1946 


£ million 
Private consumption ... 3,668 4,390 4,777 5,420. 
Government expenditure 765 5,025 4,320 2,261 
Net capital formation ... 238 —1,049 —757 293 
Total 4,671 8366 8340 7,974 


Apart from the modest increase in domestic con- 
sumption, which as it now transpires was greater than 
we could properly afford, the most satisfactory feature 
of this account is the switch from a heavy debit to 
a moderate credit in the item of net capital formation. 
This was due in part to the growth of exports which 
by replacing Government expenditure on war enabled 
us to get along with much reduced overseas borrow- 
ing, and in part to the retention of much larger 
amounts out of current earnings. The make-up of 
the net figure, taken at market prices, follows. 


1938 1944 1945 1946 
£ million 
Gross capital formation 
at home pat ae 770 97 631 1,314 
Less Depreciation... 450 500 510 600 
Net borrowing abroad 70 659 875 400 
Net capital formation 250 —1,062 —754 314 


It is one of the improvements in the latest version 
of this White Paper (Cmd. 7099) that it includes a 
new section, Appendix V, entitled “The Social 
Accounts of the U.K.” Unfortunately figures are 
only given for 1938 and 1946, but they enable us to 
say in broad outline who provided the funds for this 
£314 million of net saving. Broadly individuals 
saved {667 million, but of this {21 million was by 
delay in making tax payments. The corresponding 
figures for business enterprises were £210 million and 
£135 million. There is thus a net contribution from 
these two sources of £721 million from current income. 
In addition the Government provided £131 million 
in war damage compensation and £167 million in 
E.P.T. refunds. To meet these and other claims it 
had, however, to dissave £705 million. It must be 


appreciated that the figure of £314 million, or rather 


- that of £714 million, is more liable to error than most 


of those in these computations since it is a balancing 
item which cannot be checked by detailed ‘estimates. 

Returning to the figure of the net national income, 
£7,974 million for last year, this was distributed 
among the various elements in the country according 
to the following percentages :— 


ae 8.1 46 4.6 4.8 
Interest and profits ' 29.3 29. 28.7 29.8 
Salaries ... 23.8 17.5 18.4 21.0 
Wages ... A oe 37.1 33.9 33.3 37.9 

Pay and Allowances of 
Armed Forces #5 1.7 14.5 15.0 6.5 
100.0 100.0 100.0 100.0 


The total of the first table does not represent the 
actual amount available to be spent since the goods 
and services are valued at factor cost and not at 
market price. Similarly the total of Table 3 excludes 
transfer incomes, such as interest on the national 
debt, pensions, etc. If one adds the appropriate 
proportion of indirect taxes less subsidies to the 
private consumption figures of the first table above 
the market cost of consumption emerges. These 
figures together with direct taxation and savings give 
the total of private income, that is of all income other 
than of central and local government bodies. The 
appropriate figures are given in the following table :— 


1938 1944 1945 1946 

£ million 
Consumers’ expenditure 4,252 5,474 5,884 6,584 
Direct taxes... 516 1,882 1,894 1,876 
Private saving .. 339 =—«1,696 ~=—_ 11,437 721 
Private Income 5,107. 9,052 9,215 9,181 


We now see the cost at which the increase in 
egy and industrial outlay has been made possible. 
ith a fall in the net national income, the proportion 
of the total taken in taxation, direct and indirect, 


_has in fact been virtually unchanged. The propor- 


tion of private income used for consumption at factor 
cost rose from 53 per cent. to 60 per cent., while 
private saving fell from 15 per cent. to 8 per cent. 
This figure com with 21 per cent. in 1943 at the 
height of the wartime industrial effort and with 7 per 
cent. for 1938. It is true that there is still a modest 
increase over pre-war, but much more than this is 
necessary if we are to rebuild our houses, re-equip 
our factories and achieve the volume of exports which 
is necessitated by the change in the balance of the 
invisible items in our trading accounts with the world 
at large. In fact it has been calculated that the rate 
of saving must be doubled to achieve this. That is, 
we have to get back at least to the 1945 figure. 

Of course a general increase in production would 
reduce the percentage required, and it is in such an 
increase that a solution of most of our problems must 


a ee 
a 
ee 
1938 1944 19451946 
£ million 
) 4,671 8,366 8,340 7,974 : 
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be found. But the saving, or overseas borrowing, 
and the investment of the proceeds in more and better. 
machines is one way to secure a larger output. It is, 
therefore, a vital question how far our oversea credit 
is running out. The figure of £400 million of overseas 
borrowing is net. The gross amount was {132 
million larger, for we added {61 million to our gold 
and dollar balances, repaid loans to the extent of £38 
million and subscribed £33 million under Bretton 
Woods. The composition of the borrowing is also 
important. Whereas in 1945 it was mainly the 
sterling area which gave us accommodation, last year 
the principal source was drafts on the dollar credits. 
While these are far from being exhausted, and while 
we can hope for minor assistance, such as that granted 
under the recent Anglo-Spanish ent, it is 
becoming more and more evident that the only final 
source of borrowing is the dollar area. We must see 


National Income 
“ 1938 
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to it that our need for loans does not outlast its 
willingness to lend. 


Number of Individuals! in Different Ranges of 
Net Income Assessed in 1938-39 and 1945-46 


Range of Income _ 

after tax* 1938-39 1945-46. 
£150-250 4,500,000 7,950,000 
£250-500 1,820,000 5,225,000 
£500-1,000 450,000 652,000 
£1,000-2,000 155,000 137,500 
£2,000-4,000 ,000 34,615 
£4,000-6,000 12,000 840 
£6,000 and over 7,000 45 
Total 7,000,000 14,000,000 


1A married couple is for income tax purposes counted as 
one individual. 

2 The tax deducted includes amounts repayable as post- 
war credits. 


and Expenditure 


x 


1939 940 1941 1942 1943 1944 1945 1946 
£ million 

Rent of land and buildings 380 388 386 385 384 384 384 385 386 

Interest and profits, including farming profits a 
and ——- — 1,368 1,540 1,885 2,190 2,410 2,525 2,470 2,390 2,370 

Salaries os ae seat; BE-> Ea 1,215 1,340 1,370 1,420 1,465 £1,530 1,675 

Wages ... 1,735 1,835 2,108 2,404 2660 2,805 2,840 2,780 3,020 

Pay and allowances (in cash and " kind) ‘of 
serving members of the Armed Forces.. 78 124 386 622 840 1,037 1,207 1,255 523 

National income 4,671 5,037 5,980 6,941 7,664 8,171 | 8,366 8,340 7,974 

' 1938 1939 1940 1941 1942 1943 1944 1945 1946 
Consumption £ million 

Personal expenditure on consumers’ goods 

— services 4,252 4,379 4,627 4,828 5,133 5,218 5,474 5,884 6,584 
vernment current expenditure « on 1 goods 
and services 789 1,286 3,213 4,349 4,722 5,254 5,249 4,450 2,329 

Additions to assets : 

Net capital formation at home 320 (299) (—212 ) (—314) (—298) (—302) (—403) (121) (714) 

Net lending abroad and purchase of assets ; 
and financial claims from overseas __... —70 —250 -—804 -—816 -—663 -—680 -659 -875  —400 

Net national enpentinna at market value.. 5,291 5,714 6,824 8,047 8894 9,490 9,661 9,580 9,227 

Subsidies oes 36 46 95 161 187 200 237 272 360 

Less Indirect taxes —656 —723 -—939 —1,267 —1,417 —1,519 —1,532 —1,512 —1,613 

Net national expenditure 4,671 5,037 5,980 6,941 7,664 8,171 8366 8340 7,974 

THE SOCIAL ACCOUNTS OF THE UNITED KINGDOM 1938 AND 1946 
A. CONSOLIDATED TRADING ACCOUNT OF BUSINESS ENTERPRISES 
Receipts 1938 1946 Payments 1938 1946 _ 
£ million . million 

Sales to: _ Purchases from overseas ... 1,267 
(a) Persons 4,092 6,489 Provision for depreciation .. 340 480 
(6) Government ... 282 653 Indirect taxes 651 1,594 
c) Capital account 770 ~=1,314 Payments to factors ‘of production : 

d) Overseas ate oa 733 =—s«11,112 (a) Wages and salaries ... .. 2,477 3,961 
Subsidies from government _ foe vhs 36 (6) Gross trading profit pes see 1,523 2,626 
Total receipts 5,913 9,928 Total payments .... + tie -- 5,913 9,928 

B. Property INCOME APPROPRIATION ACCOUNT ' 
£ million £ million 

Trading profit 1,523 2,626 Gross dividends, interest and rent : ae to: 

Interest on Government debt : (a) Overseas 30 70 
(a) National cad a eee et 223 530 (6) Persons.. Sian see sie -. 1,655 2,567 
(6) Local ... oe Jas eds pee 50 50 (c) Government ... *4 nis éot 57 60 

Income from overseas de 205 150 Undistributed profits: - 

a) Tax paid to government... pod 77 584 

b) Additions to tax reserves ... Fin 12 —135 

: c) Additions to free reserves ... ; 170 210 

Total receipts saa ts Neg Ad 2,001 3,356 3,356 


Total payments... ‘ime oad -. 2,001 


_ fo 


ACCOUNTANCY : 97 


May, 1947 
C. REVENUE ACCOUNT OF PERSONS 
Receipts 1938 1946 Payments 1938 1946 
: . £ million £ million 
WwW and salaries paid by ; Consumption expenditure at home : 
(a) Business enterprises 2,477 3,961 (a) Personal services... 118 69 
(6) Government ... ie Sa Sie ose 1,188 (6) Employers’ insurance contributions | 2 1 
(c) Other persons ola i'r 118 69 (c) Other goods and services ... - 4,092 6,489 
Dividends, interest and rent -. 1,655 2,567 Consumption expenditure abroad.. 40 25 
Transfer incomes... o a es 270 737 ~=Direct taxes paid ... ise one 439 1,292 
Additions to tax reserves . 4 —21 
Saving van 153 —s(« 667 
Total receipts 4,848 8,522 Total payments ao ei ov -. 4,848 8,522 
D. RevenvE Account oF GOVERNMENT 
£ million £ million 
Direct taxes by Purchases from : 
a) Persons... cae oe oes coe 439 1,292 (a) Business enterprises .. ove exe 282 653 
(6) Business ene sas oid 77 584 (6) Overseas ~~ a 16 300 
Indirect taxes paid by: Provision for depreciation .. eee ees 110 120 - 
(a) Persons... a jos e- 2 1 Payments to factors of production : 
(b) Business enterprises. con inl 651 1,594 (a) Wages and salaries ... - be 328 1,188 
(c) Government ... we ia aah 3 18 (bd) Enbevest on local debt + ii 50 50 
Income from property : Employers’ insurance contributions ine 3 18 
(a) Interest and dividends received ... 57 60 Subsidies to trading account 0s * 36 360 
(b) Less National debt interest.. -. —223 —530 Transfers to: 
(a) Revenue account of. persons ded 270 737 
(6) Private capital account... wie as 298 
Surplus on current account ohe an —89 —705 
Total receipts 1,006 3,019 Total payments 1,006 3,019 
E. ComBIneD CaPITAL ACCOUNT 
£ million £ million 
ving by: Purchase of goods and services (gross 
(a) Persons... ro jo sie oad 153 667 ry formation at home) a 770 ~=—s-:11,314 
6) Business enterprises ... _ so 170 210 Net lending abroad and purchase of assets 
c) Government ... “ an pts —89 —705 and financial claims from overseas... -—70 —400 
Additions to tax reserves by : 
(a) Persons... daa ve Per an 4 —21 
(6) Business enterprises . asl he 12 —135 
Provision for depreciation by: 
(a) Business enterprises ae oss 340 480 
(b) Government ... Scie sah 110 120 
Transfers from government _ ode ood -- 298 
Total earee ome co a? = 700 914 Total payments 700 914 
' F. Account oF OVERSEAS WITH THE UNITED KINGDOM 
° £ million £ million 
Sales to the United Resin Purchases from enterprises in the United 
(a) Enterprises... one eos 922 1,267 Kingdom ... 733 =—s«1,112 
(b) Government ... Bes ms Nee 16 300 Dividends, interest and. rent paid to the 
(c) Persons.. 40 25 United Kingdom ... és 205 150 
Dividends, interest and rent received from Net lending to the United Kingdom we 70 400 
the United Kingdom _... : SS ..* 
Total receipts 1,008 1,662 Total payments 1,008 1,662 
accrue as time goes on, under the stimulus 


National Savings 


The National Savings Committee has requested 
the Council of the Society to encourage firms of 
Incorporated Accountants and members of the 
_ Society engaged in industry to promote and to 

secure effective operation of national savings groups. 


A number of savings groups have been formed upon 
the initiative of Incorporated Accountants, but it is 
desired to extend the number of savings groups and 
in cases where they may have lapsed to revive them. 
The advantages to members of” Ls groups will 


of compound interest. There is no need to stress the 
importance of savings groups as an effective measure 
against inflationary tendencies. Local Savings Com- 

mittees have been in existence for some time, but in 
the main they have only been able to give their 
attention to large undertakings and factories. It is 
now hoped that savings groups will be formed in 
every place of employment and the Council com- 
mends this ap to all members. Full information 
in regard to the formation of savings groups will be 
supplied on request by all local Savings Committees. 


=a 


Etiquette of the 


Breaches of the Society’s Articles 


This is a “ Welcome home’”’ course to members 
who have been serving their country for a number of 
years and may have lost touch with their professional 
duties. I am therefore not going to dilate upon 
offences such as would bring a member before the 
Disciplinary Committee, because I am certainly not 
going to assume that anybody here to-day is likely 
to find himself in that very undignified position unless 
it be by the sheerest inadvertence. It will therefore 
be sufficient if I call attention to the fact that under 
our disciplinary rules a member is liable to suspension 
who has been guilty of conduct discreditable to a 
member, or to the more serious penalty of exclusion 
from mémbership if he has been guilty of dishonour- 
able conduct or of conduct derogatory to the profes- 
sion. It can happen that a complaint may be made 
against a member and the complaint prove to be 
unfounded. I am a committing no breach of confi- 
dence when I say that the Disciplinary Committee 
investigates every case in the minutest detail, and 
they recognise that they have a duty to protect each 
member as well as to punish those who have been 
found guilty of a punishable offence. We probably 
all realise that there are such persons as unreasonable 
and vindictive clients. 

Clients’ Moneys in Separate Accounts 

So far as I am aware no accountancy body has 
given more than sound advice and recommendation 
on the question of the separation of clients’ moneys 
from those of the accountant himself. I must admit 
that I was rather under the impression that this was 
a universal practice, but as the result of conversations 
with practitioners in different parts of the country 
I find that there are very many exceptions. It is 
true that accountants do not handle other people’s 
moneys in the same degree as solicitors, but, never- 


theless, the majority of practising accountants prob- — 


ably hold moneys which cannot be said to belong to 
the firm. It should, therefore, I think, be made a 
tule by every practitioner that nothing should go into 
the office account until it is absolutely the property 
of the firm. I think this is a duty we owe to the 
public, who would naturally expect that accountants 
should keep their own records in model form. 


Evidence in Court 

Ought an accountant to give evidence in any court 
of law against another accountant? This problem 
has faced many accountants in the course of their 
practice. The accountant usually appears as. an 
expert witness but this, of course, covers opinions as 
well as facts and . Ido not think it would be 
possible, therefore, to lay down any hard and fast 
rule that an accountant should not give evidence in 
opposition to that of another accountant. Where, 
however, an accountant’s good faith or skill is being 


*An address delivered at the Refresher Courses for 
demobilised members of the Society of Incorporated 
Accountants in 1945 and 1946. The first part appeared in 
our April issue. 
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attacked, a second accountant would need to be 
satisfied, beyond doubt, as to the facts of the case 
before giving evidence. At the same time, we must 
remember that every accountant has the honour of 
the profession in his keeping and he must not hesitate 


- to take action when that honour is affected. 


Solicitors and Accountants 

The relations between solicitors and accountants 
are of a very friendly nature, but it is not always fully 
appreciated that the law reserves certain definite work 
for solicitors which must not be undertaken by an . 
accountant or anyone else for a fee or reward. The 
Solicitors Acts provide, inter alia, that nobody but a 
solicitor may prepare a document under seal or any 
affidavit for the Courts or for the Estate Duty Depart- 
ment. The exact meaning of the words of the Act 
has never been clearly defined, but Counsel’s opinion 
has been taken and it may be said that there is 
nothing wrong in preparing statements and schedules 
upon which, say, an Inland Revenue affidavit may 
be founded, but it is wrong for an accountant to 
prepare the actual affidavit and to charge for the 
work. I would add that our Society and the Law 
Society always keep in close and courteous touch on 
these matters and if any one of our members should, 
at any time, feel any doubt as to a particular piece of 
work he need not hesitate to communicate with our 
Secretary, who will, in turn, pass the query on to the 
Secretary of the Law Society if that course is deemed 
necessary. The two professions interlock at many 
points and it is therefore highly desirable that we 
should take the greatest care not to tread on their 
preserves. I expect I shall be confronted with the 
answer that solicitors attend to income tax matters, 
keep trust and executorship accounts and attend. to 
other matters which we may perhaps think fall within 
the scope of an accountancy practice. We must not 
forget, however, that this work was being done by 
solicitors long before the accountancy profession had 
reached its present high position in the world of 
commerce and, indeed, before there was a profession 
of accountancy at all. 


: Basis of Fees 

Ought accountancy and auditing fees to be based 
on any sort of percentage or ought they always to be 
fixed according to the time spent? It has been said 
that fees fixed principally on a time basis are not 
altogether satisfactory and probably we have all felt 
this difficulty at some time or another. The quality 
of the work, the responsibility attached thereto, the 
degree of skill and knowledge required and the urgency 
of the matter, will vary, and even the benefit to the 
client may sometimes be a matter for proper con- 
sideration. I do not think, therefore, that we can 
safely go beyond saying that agreement to undertake 
work on a percentage basis, to vary, say, with the 
amount recovered in a repayment claim or in other 
commercial transactions, is not in accord with pro- 
fessional etiquette, but that the fixing of a fee by 
mutual consent between the client and the accountant 


(ag 
7 
|) 


May, 1947 


is quite in order even though it might not be directly 
related to the time spent. But for the ordinary 
bread and butter business of our tices there is no 
doubt that the fee should be based on the time 
occupied in the services rendered. 
‘Advertisements Asking for Fees to be Quoted 
From time to time advertisements have appeared 
in the public press and in the accountancy papers, 
for auditors, usually for some municipal work, aski 
for a fee to be quoted. The argument is that the 
accountant should be aware of the work required and 
the time involved and that he should therefore be 
competent to quote a fee; further, that it is in the 
public interest that this course should be adopted 


rather than the fixing of a definite fee which would — 


make it difficult for the advertising authority to 
choose between those who might offer themselves for 


the work. The point, however, is not simple and . 


on the whole it ought to be discouraged on the ground 


that a competitive form of professional fee is un- — 


desirable and not in the interests of the profession or 
of the proposed client. I must leave it to you to 
decide whether or not, in such circumstances, you 
think it right to offer your professional services in a 
case of this character. 
New Practitioners 

If a young qualified accountant decides to start 
practice on his own account, how far is he entitled to 
go in his efforts to secure business? If he takes an 
office, puts his name on the door and then sits down 
at a desk, nothing very much in the way of business 
is likely to come his way. By common consent a 
young practitioner is entitled to announce the fact 
that he has opened an office to persons to whom he 
may be known or with whom he has had business 
contact. Recommendations usually come through 
personal and business acquaintances and a practice 
can be built up, even in these days, without any 
suggestion of advertising or touting. But what 
should be the attitude of the budding practitioner in 
relation to his old firm and their clients? I assume 
that a clerk in such a position would always discuss 
with his principal his intention of starting practice. 
In nearly every case he will find that the principal 
will wish him every luck and may be able and willing 
to help him in some degree. During his clerkship, 
however, the clerk will have attended at the business 


houses of his firm’s clients ; he may be well known to > 


the proprietors and ers, who may think well 
of him.and his abilities. It is not unnatural that he 
should let them know that he is starting practice and 
they may suggest that he takes their work, either at 
the same fee or at a reduced fee as compared with 
- that paid to his firm. Ought he to accept such work ? 
- I think the answer must be an emphatic “ no ”’ unless 
in special cases his principal agrees to this course. 
The clerk has only become acquainted with these 
‘business people by reason of his connection with his 
old firm, and he is not entitled to use that connection 
‘for his own advancement and against that of his 
principal. This point does admit of more than one 
opinion and you will perhaps like to discuss it amongst 
yourselves. 
But answering the case I postulated at the opening 
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of my remarks it must be added quite definitely that 


if an accountant, either starting in practice or already 


in practice, sends. notices of the character to which 
I am referring to persons with whom he is not 
acquainted, he is definitely committing a breach of 
professional etiquette, and he is moreover doing 
something which is considered discreditable to the 
profession. 
Industrial Accountants and Professional 
Etiquette 

It is obvious that the points I have mentioned refer 
chiefly to the behaviour of practising accountants. 
How far does this code of professional etiquette affect 


* qualified men holding appointments in industry ? 


Mostly, I think, in a negative capacity, in so far as 
they should refrain from ever endeavouring to per- 
suade any practitioner to commit an act which might 
offend against the code. That is not always quite so 
easy as it sounds because the industrial accountant’s 


- first duty is to the company he serves. Neverthe- 


less, industrial aecountants never forget, and we never 
forget, that they are members of an honourable and 
skilled profession, bound by the code, if at any time 
it does affect their conduct. And let us remember 
that the industrial accountant is just as proud of his 
profession, just as anxious to maintain its high 
standards and to advance the reputation of the 
profession as a whole, as his fellow members in public 
practice. 
Ultimate Aims of Professional Etiquette 

The one over-riding object of professional etiquette 
is to advance the status of the profession in the eyes 
of the public. It would be possible to say that the 
professional accountant shall obey the law and not 
concern himself with anything beyond the require- 
ments and limitations of the law. Here let me quote 
what Sir Thomas Keens, a Past President of the 
Society, said on this point : “ The etiquette observed 
by professional men among themselves adds dignity 
to their profession and commands the respect of clients 
and the public. Etiquette determines the tone of the 
profession and engenders a developed sense of decency 


in all relations. This is a source of general public 


confidence in a profession and it is the business of a 
profession in its collective capacity to establish the 
greatest measure of public confidence. The insistence 
upon professional etiquette has a public as well as a 
professional significance.” You will no doubt agree 
with me that there is nothing snobbish in that state- 
ment : it is just plain common sense. 

But another aim of professional etiquette is to 
smooth out rough places in the lives of practitioners, 
and here you will find there is nothing more helpful 
than a chat with a brother practitioner or a brother 
clerk when you are in any difficulty. 

Let us set ourselves the highest possible ideals in 
the practice of our profession, ro matter whether we 
are engaged in tice or as clerks or in industry, 
and we shall then have the satisfaction of knowing 
that we have done something to maintain and enhance 
the reputation of our profession and nothing that 
would lower its reputation in the eyes of the profession 
or of the wider general public. 

[ConcLuDED] 
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Set Off 


TAXATION 


A person who carries on, either solely or in partnership, 
two or more distinct trades, professions or vocations, 
chargeable under the Rules of Schedule D, Cases I and 
II, may deduct from or set off against the profits as 
computed under the Income Tax Acts in respect of 
one or more such businesses, the loss so computed in 
any other business (Rule 13, Cases I and II ; Section 20, 
Finance Act, 1941). 

Any claim under this Rule should be made within 
12 months of the end of the year of assessment, or so 
soon thereafter as the loss is determined for income tax 


purposes, but can be claimed under the “error or - 


mistake ’”’ provisions of Section 24, Finance Act, 1923, 
providing the assessments in question have been based 
on returns and/or accounts, and not on estimates. 

The set-off is of a loss in the basis period against 
profits in the basis period, and therefore normally gives 
relief for the loss in the assessments of the year following 
the loss. , 

Tllustration.—A carries on two distinct busi- 
nesses. In the year to September 30, 1945, business A. 
showed an adjusted profit of £1,000, and in the year to 
December 31, 1945, business B. an adjusted loss of £800. 
The assessments for 1946-47 would therefore be: 
business A., £1,000, business B., ni/, with £800 available 
for carry forward under Section 33, Finance Act, 1926. 
Rule 13 could be invoked, setting the loss of £800 against 
the profit of £1,000; so leaving £200 assessed on business 
A. and no loss carried forward on business B. 

If is, of course, n to bear in mind that if a 
Section 34 (Income Tax Act, 1918) claim has been made 
for relief in respect of a loss in the year of assessment 
in which it was incurred, no relief can be given in any 
subsequent year on that amount of loss (Section 34 (4)). 


Computation of Loss 


The loss must be a “ computed ”’ loss. This is read 
to mean that the loss for the purposes of Rule 13 must 
be arrived at in exactly the same way as an assessment 
on profits. The result may be curious and very favour- 
able to the taxpayer where a basis period is common to 
two or more years of assessment. 7 

This can be illustrated in the case of a new business, 
thus : 


Illustration A company was formed to acquire two © 


existing businesses. Business A. was bought on July 
1, 1943, and made up accounts to December 31, 1944, 
with an adjusted loss of £1,800. Business B. was taken 
over on January 1, 1944, and its.accounts to December 
31, 1944, showed an adjusted profit of £4,000. : 

Applying the “‘ new business ”’ rules, the first assess- 
ment is based on the profits of the first year of assessment ; 
the second assessment on the profits of 12 months from 
the commencement ; the third assessment on the profits 
of the previous year. The Rule 13 claim must be com- 
puted in the same way, substituting ‘‘ loss ’’ for “ pro- 
fits ’’ wherever the word occurs in the preceding sentence, 
with this result (ignoring fractions of months) : 

Profits as Loss as Net 


computed under computed under Assessment on 
the Acts the Acts Business B. 
- Business B. > Business A. 
1943-44 a5 NS =e = £900 £100 
12 
1944-45 ~- First 12 mos. £4,000 "a eagcatnaaal £2,800 
1945-46 Previous year £4,000 do. £1,200 £2,800 


At first sight the above illustration may appear to 
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give excessive relief, and some readers may not believe 
it. We can only say to them (1) that experience shows 
it is certainly so; (2) that if the evident intention of 
the Rule is understood, the apparent excessiveness of 
the relief disappears. 

The idea underlying the relief is that a person carrying 
on two businesses which are assessed separately should 
have the opportunity of paying the same amount of 
income tax as if they were assessed as one. 

Illustration.—A. commenced two businesses on June 
1, 1944, making up accounts to May 31, 1945. One 
business showed an adjusted profit of £2,400, the other 
an adjusted loss of £1,500 ; combined therefore a profit 
of £900. The assessments, etc., would be as follows 
(ignoring fractions of months) : 


ee cee If assessed 


On profi’ o for loss Net : ay business 
1944-45 — x £2,400 ={£2,000 a tl a ae £750 ale aa 
1945-46 £2,400 £1,500 £900 £900 
1946-47 £2,400 £1,500 £900 £900 


What are Separate Businesses ? 

This is a question of fact. Whether a “ business ” is 
really separate or is merely a department or branch of 
a main business depends on the surrounding circum- 
stances, and in the event of dispute, the decision of 
the Appeal Commissioners will be final. There are 
many judicial decisions on the point, in all of which the 
Court refused to interfere with the decision of the 
Commissioners. ‘ 

If a new shop is opened, the decision as to whether 
it is a new business or merely an extension of an existing 
one will depend mainly on the answers to the following 
questions : 


(a) Is buying or manufacture of stock or the fixing 
of selling prices centralised ? 

(b) Is stock transferred between shops as required ? 

(c) Is staff interchangeable ? 

(d) Were the premises opened mainly for the con- 
venience of existing customers ? ' 

(e) Are aaa of a different class sold in the new 
shop 


Who Can Claim? 

The two or more businesses involved must be carried 
on by the same person. A company carrying on two or 
more businesses can therefore get relief under the Rule, 
but a holding company and its subsidiary are distinct 
persons, and a loss in the business of one cannot, there- 
fore, form the basis of a claim against a profit on the 
business of the other. The latter point is of little 
practical importance, usually, as arrangements between 
the companies—e.g., a management charge, or credit 
notes re prices—can give the same effect, provided the 
adjustment is made before the accounts are made up. 

A person carrying on as a sole trader and also in 
partnership is not himself carrying on two distinct 
businesses, but is allowed relief under Rule 13 when - 
relevant in respect of his share of the partnership profit 
or loss. 

Where husband and wife carry on separate businesses, 
Rule 13 can be applied. 

A loss in business cannot be set against emoluments 
assessed under Schedule E under Rule 13 ; only Section 
34 could be invoked in such a case. 


Which Relief Should be Claimed ? 
Whether to claim relief under Section 34 or Rule 13, 


rT 
—|— 
| 
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or to allow the loss to be carried forward under Section 
33 of 1926, is an ever-present problem in such cases. 
The answer must depend upon (a) rates and trends of 
income tax, including sur-tax where relevant; (b) 
amount of other income ; (c) expectations as to future 
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ts ; (d) the financial position, i.e., whether cash in 
d is more important than relief in the future. 
While Rule 13 is not met.every day, it should be borne 
in mind for the odd occasion on which.its aid-can be 
invoked. 


Taxation Notes 


age : Directions on Certain Controlled Com- 
es 

Not a few companies are “‘ bothered ” to-day by the 
uncertainty of their position under Section 21, Finance 
Act, 1922. On the one hand they have this Section, 
threatening them with directions if they withhold an 
unreasonable proportion of their profits from distribu- 
tion. On the other hand is the warning of the Chan- 
cellor of the Exchequer that he companies not 
to pay increased dividends but to plough them back 
into the business. What are they to do? 

It is thought that, just as the uncertainty of things 
during the war years made the danger of a direction 
very slight, except in blatant cases, so to-day, with 
the Chancellor’s warning and the alteration in profits 
tax, coupled with the uncertainties of the present and 
future, the Special Commissioners are not likely to 
challenge any but really obvious cases of avoidance of 
sur-tax by this means. 

In our experience, Section 21 has been applied fairly ; 
appeals always give due weight to all the surrounding 
circumstances. It is a great safeguard that if 
the appeal can be re-heard before the Board of Referees 
who are business men. If a reasonable business man 
would require the moneys for retention in the business, 
there is little danger of a direction. 

No general rule can be laid down, of course, but the 
above indicates, we think, a reasonable view of to-day’s 
situation. 

Finally, it must not be overlooked that if a shareholder 
is wanting to sell out, the company can always safeguard 
his successor (and so the price of the share !) by sending 
the annual accounts to the Special Commissioners under 
Section 18, Finance Act, 1928. 


Earned Income Relief and Private Companies 

An ever present problem is the advice to be given to 
the proprietors of a private company as to the remuner- 
ation they should draw. This has two main aspects : 
(1) The remuneration should not be so large as to cripple 
the finances ; (2) it should not be so small as to lose the 
benefit of the earned income allowance. 

The first point can, of course, be mitigated by charging 


the remuneration, but leaving it to the credit of the 


- director as a loan to the company. Some object to this, 
owing to P.A.Y.E., but the true effect ought to be pointed 
out : if the remuneration is not voted, the company will 
bear tax on it at the standard rate; if voted, the com- 
pany’s standard rate tax is reduced, and the director’s 
tax is subject to earned income allowance. 

In the days before P.A.Y.E. that usually resolved the 
matter, but to-day it does not, as directors’ remuner- 
ation is no-longer assessed on the previous year basis. 
The trend of profits, therefore, becomes of importance, 
particularly where the remuneration assessed in 1943-44 
—the year of the “‘ discharge of tax” under Schedule E 
. —was much smaller than the amount at issue in the 
year under review. The rate of tax to be expected in 


the year of assessment based on the accounts is also 


important ; the difference may be more than the earned 
income allowance. Where appropriate, sur-tax must 
also be considered, not only for its rates, but also for a 


‘ 


possible direction under Section 21, Finance Act, 1922, 
if a reasonable distribution of profits is not made. 

As for the second point, it is a pity to “ throw away ” 
the earned income allowance, but, as is indicated above, 
failure to charge the maximum remuneration may 
sometimes be the better course. And where the directors 
have no other income, the other allowances must also be 
considered. Where the directors have other sources of 
income, the balance between remuneration taken in the 
accounting year and dividends paid early in the following — 
year of assessment may have to be nicely drawn so as 
to keep the total income for sur-tax at its most 
economic level. 

We have stated the problem without offering any 
solution, for the simple reason that no general guidance 
can be given, and each case must be considered 
separately. 


New Businesses 

When the above problem is applied to a new business, 
another factor enters, owing to the first year’s accounts 
forming the basis of the first three assessments. It may 
therefore be economical in the long run to draw sub- 
stantial fees in the first year. 


Illustration 

A company commencing business on May 1, 1944, 
made the following profits (years ended April 30) before 
charging directors’ remuneration : 

1945, £1,200; 1946, £1,800; 1947, £2,400. 

Tax payable 
If no remuneration If. whole profit voted as 
voted remuneration* 
1944-45— 
43— x £1200= 
£1100 ; at 10/-=£550 #4 x £1200= £1100 ; 
at 10/-=£550 

1945-46— 


‘£1200; at 10/-=£600 yx £1200+44 x 1800= 
£1750; at 10/-=4£875 


1946-47— 
£1200; at 9/-=£540 ay x 1800+ 44 x £2400= 
2350 ; at 9/-= 
£1057 10s. 


*The remuneration is, of course, subject to allowances, 
but since, if'no remuneration were charged, dividends 
could be paid each year of an amount equal to the 
amount otherwise available as remuneration, the net 
effect is only to make a difference of the earned income 
allowance. 


As a third alternative, there is this :— 
- Pay directors’ fees of £1200 in the year to April 30, 
1945, but none in the two following years. 


Sch. E tax 
(subject to 
Sch. D tax allowances) 
1944-45 .. nil £550 
1945-46 .. nil £50 
1946-47 .. nil nil 


= 
a 3 
_ 
—{& 
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Again, dividends could be paid in 1945-46 and 1946-47 


to absorb the directors’ allowances. Earned income_ 


allowance would not apply, of course. For 1947-48 the 
assessment would be £1800. . 

There is scope for examination in these cases of the 
optimum amount of directors’ remuneration. Possibly 
the absorption of allowances is the best starting point, 
but the figures require careful comparison. Sur-tax 
must also be considered where relevant. 


E.P.T. Terminal Losses 
A letter over the nom-de-plume “ Equity ” in a recent 
issue of The Financial Times draws attention to the 
importance of the date to which a company makes up 
its accounts, in its effect on whether or not losses as a 
result of the fuel crisis will enter into the computation 
¢ rofits of the final chargeable accounting period for 
.T. He says that where the financial year runs far 
pov t into 1947 to cover the shut-down period, com- 
panies and their shareholders will be better off, owing 
to the apportionment of profits on a time basis, and he 
suggests that the termination of E.P.T. should be 
deferred at least to the end of March, to cover the period 
of actual closure, and go some way towards putting all 
undertakings on the same footing in regard to losses 
which have been due directly (whatever the underlying 
causes) to a closure enforced by the Government. 
While sympathising with his viewpoint, we are of the 
opinion that his suggestion is not the proper method of 
dealing with the matter. In the first place, reference to 
Section 14 (1), Finance (No. 2) Act, 1939, shows that 
apportionment on a time basis applies unless the 
Commissioners, having regard to any special circum- 
stances, otherwise direct. We do not anticipate that 
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they will, but they would be quite entitled to direct 
that the apportionment in cases of accounting periods 
covering the period of closure should be made so as to 
exclude the exceptional loss which did not arise during 
the currency of E.P.T. As the Commissioners are 
willing, it is understood, to accept interim accounts 
made up to December 31, 1946, as the basis of apportion- 
ments, it could not be said that they would be acting 
harshly if they did not adhere to the time basis where 
that favoured the taxpayer. 

Secondly, it is a common saying that ‘‘ hard cases 
make bad law.” To prolong E.P.T. to include the shut 
down period in its currency might raise a further crop 
of hard cases, which equity would put on an equal 
footing, but the line must be drawn somewhere. 

We are strongly opposed to any prolongation of E.P.T. 
The line has been drawn and we should not like to see 
it erased and redrawn. There were hard cases in the 
standard period and in 1939; hard cases will arise in 
1946, but that is no reason for bringing back against 
E.P.T. a loss arising after its termination. If it is 
decided to compensate businesses for their losses, let it 


. be in the form of compensation, not by a repayment 


of a tax of earlier years. ; 

Lastly, what about those businesses that have not 
made excess profits at all, but have had poor or re- 
latively poor war years? The shut-down for them 
possibly made bad worse. 

Terminal reliefs provided by the 1946 Act are all in 
respect of expenses that directly flow from the E.P.T. 
periods; the fuel crisis arose after them. There is a 
world of difference, no matter what opinion may be 
held on the question whether steps ought to have 
been taken earlier to alleviate the crisis. Would such 
steps have reduced the E.P.T. payable ? We doubt it. 


: Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Schedule A—Annual value—Leasehold houses—Premium 
for lease—Whether in computing annual value allowance 
to be made for premium—Leasehold redemption policy— 
Whether premiums on policy includible in maintenance 
claim—Income Tax Act, 1918, Schedule A, ™~ I, Rule 1, 
No. V, Rules 7, 8. 

Hone Pearce v. Doulton (K.B.D., pial 20, 1947, 
T.R. 11) was one of those cases which are legally hopeless, 
but where the taxpayer is fortified by a sense of injustice. 
The appellant had purchased for a lease of 12 
houses at a ground rent of £20 10s. The net rents 
constituting the rack-rent value under Rule 1 of No. I 
of Schedule A aggregated £192, and therefrom had been 
allowed {£48 for repairs. Appellant had taken out a 
leasehold redemption policy for £900. He claimed either 
that he should be allowed to spread the £900 over the 
period of the lease, or that he should be allowed to 
deduct the annual premium upon the policy. Failing 
either of these, he claimed to be allowed to include the 
annual premium in a maintenance claim under Sched. 
A, No. V, Rule 8. Atkinson, J., affirmed the decision 
of the Commissioners against the appellant, pointing 
out that as re the first two points, the matter was 
concluded by C.J.R. v. Fargus (1926, 10 T.C. 665; 
5 A.T.C, 221), whilst, as regards Rule 8, the insurance 
there referred to was that of the premises. Neither in 
Fargus nor here did counsel appear for the appellant. 

The problem of wasting assets has many facets. At 
first sight, Mr. Hone Pearce had as good a case in equity 
as, say, the purchaser of a life annuity, even if not 
better. Nevertheless, its apparent simplicity is 
tive, and it would seem that any consideration Of the 


position would have to take into account many factors. 
The date of the lease, the period for which granted, the 
capitalisation theory that the amount of the premium 
was affected by the tax position, the unanticipated 
increases in tax rates, the excess rent provisions of 
F.A., 1940, the Rent Restriction Acts, and the inflation 
of the currency, all these, for and against, would seem 
to enter into the task of finding an equitable basis. In 
such circumstances, it is possible, for once, not to 
regret too much that, in the words of Lord Sands, 
“‘ Equity and Income Tax are strangers.” 


E.P.T.—Directors’ remuneration—Director-controlled com- 
pany—Same person director and secretary—Whether salary 
as secretary deductible—Companies Act, 1929, Section 144 - 
—Finance Act, 1937, Schedule IV, para. 13 (b)—Finance 

(No. 2) Act, 1939, Schedule VII, Part I, paras. 9, 10— 

Finance Act, 1940, Sections 32, 33 (5)—Finance Act, 1941, 

Section 35. i 

In Henry Richardson, Lid. v. C.I.R. (K.B.D., January 

22, 1947, T.R. 21) a point of widespread importance 

came before the Court. The appellant company was 

incorporated in’ 1918 to acquire the business of printer, 

etc., carried on by a Mrs. Richardson. A daughter, Mrs. 

Cozens, had been a director from the start, and, since 

1927, when Mrs. Richardson died, had been chairman 

of the directors. The capital of the company was 

£3,100 divided into 1,000 6 per cent. cumulative prefer- 

ence shares, and 2,100 ordinary shares, all of £1 each ; 

and Mrs. Cozens held all the issued preference shares 

and 1,450 ordinary shares. So there was no question 

as to its being director-controlled. Mrs, Cozens had been 


to 
_ 
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from the commencement ; but her remuner- 
ation as such had increased by stages from £10 in 1918 
to £750 for the year to March 31, 1944. 

By Section 33 (5) of F.A., 1940, in the case of director- 
controlled companies, no deduction was to be made in 
respect of directors’ remuneration in computing the 
profits of a chargeable accounting period, and, if the 


standard profits were computed upon a basis of profits, . 


this was also to apply to the computation of profits for 
the standard period. The dispute was whether the 
term “ directors’ remuneration” meant all remuner- 
ation received by a director irrespective of the capacity 
in which the money was earned, or whether it was 
restricted to remuneration in his capacity as director. 
For the Crown, the argument generally relied on by 
Inspectors was put up that the intention was to place 
private companies into a position the same as that of 
. Atkinson, J., held that in view of the 

fact that Parliament had the wording of Section 49 of 
F.A., 1916, as a precedent, and had deliberately refrained 
from using the clear language of that enactment, it was 
difficult to interpret the new language as meaning the 
same thing. Another difficulty was the principle laid 
down by Rowlatt, J., in Cape Brandy Syndicate v. 
C.I.R. ((1921) 2 K.B. 403, 12 T.C. 358) to the effect that 
“in taxation you have to look simply at what is said 
. . you look fairly at what is said clearly and that is 
the tax.” To the other argument for the Crown that to 


admit the claim was to open the door to indirect in- 


creases of directors’ remuneration, the reply was con- 
tained in Section 32 of F.A., 1940, Finance (No. 2) 
Act, 1939, Schedule VII, Part I, para. 9, and F.A., 
1941, Section 35. The Judge said he was struck by the 
argument for the appellant that instead of the secre- 
tary’s remuneration being described as director’s 
remuneration, everything Mrs. Cozens received might 
have been just as well called “‘ secretary’s remuneration.” 
He considered the matter unarguable but for the pro- 
viso relating to whole-time service directors contained 
in para. 10 to Part I of Schedule VII, as substituted by 
Section 33 (5) of F.A., 1940. Directors were of two 
kinds, those who merely attended meetings and got 
fees, and working directors, e.g., a managing director. 
He also took the case of a hotel y with a manager 
of one of the hotels at £1,000 a year who is elected a 
director at £150 per annum, but continues to manage 
his hotel. The Crown would say that his director’s 
remuneration was £1,150, and that the £1,000 previously 
allowed as an expense should cease to be allowed. He 
gave another illustration from war-time experience 
where the remuneration of a secretary might be increased 
due to the increased burden caused by a shortage of 
shorthand-typists. He, therefore, held that ‘‘ director’s 
remuneration ’”’ meant the remuneration of a director 
for services rendered as a director, and that only. 

The case is going further, and will probably end up 
in the Lords. It would seem, however, that the position 


of secretary to a company is sharply differentiated from - 


that of a director. Not only is he a statutory officer, but 
he is an employee, whilst a director, as such, is not. 
Referring to the second illustration given by the Judge, 
it needs to be observed that the imaginary manager 
sePNNS Ae ene SERN OF in 1 Tn AEM, and not a 


manager of the company. 


Income Tax—Nurseries or gardens for, the sale of the 
produce—Sums received under scheme for sale and care of 
fruit trees—Investors’ rights the subject of a trust deed— 
Investors’ rights to advances against future a and only 
repayable thereout—Whether sums receiv investors 
trade veceipts—Income Tax Act, 1918, Schedule B, Rule 8. 


Copo, Ltd. v. Soragg (K.B.D., January 21, 1947) was 


a case of special interest because of the i ingenious scheme, 
with its amazing flood of postal publicity, out of which 
the dispute arose. The years of assessment to which 
the appeals related were 1937-8, 1938-9, and 1939-40, 
all years before the repeal of Rule 8 of Schedule B by 
F.A., 1941. Nevertheless, the fact of the repeal does 
not affect the continuance of the problem. Under the 
scheme, the public -were invited to buy Cox’s Orange 
Pippin trees planted or to be planted on land to be vested 
in trustees. It was not a true sale, because there was no 
appropriation of particular trees to any investor. The 
company undertook to advance to investors 5 per cent. 
interest on the purchase price, such interest to be only 
repayable out of profits from the sale of apples, but to 
interest in favour of the company at 5 per cent. 
In addition, the company was to care for the trees until 
fruit-bearing and was to be entitled to 10 per cent. 
commission on profits from the sale of the fruit. The 
assessments appealed against had no reference to the 
profits from apple-selling. For the year 1937-8, the 
company was assessed in the sum of £78,425, which 
represented gross receipts during the year to March 31, 
1937, of £145,799 less cost of planting, £21,829, clearing, 
£16,476, cost of land, £4,953, administration, £29,000. 
The Special Commissioners had reduced the assessment 
from {73,425 to £40,000, allowing £25,000 advances to 
subscribers and sundry other items. 
The £145,799 comprised the total receipts from in- 
vestors during 1936-7, but this amount was not only in 
respect of 1936-7 plantings. It also covered plantings 


to be made in 1937-8 and 1938-9, according to the basis 


of the investors’ subscriptions. Further, there were 
expensive obligations in regard to maintenance, etc., 
for 2 to 2} years subsequent to March, 1937, and, in 
the words of the Judge, if the persons carrying on the 
business had taken the view of the Special Commis- 
sioners that the £40 000 was profit and had distributed 
it as such, “‘ they would soon have been in the dock. 
It would have been a colossal fraud.” He, therefore, 
discharged the assessments appealed against, holding 
the gross receipts to be capital. 

A further point raised upon behalf of the company 
questioned the Revenue’s right to make additional 
assessments for 1937-8 and 1938-9 there having been 
previous assessments for those years which had been 
quashed on appeal. It had been agreed that, in view 
of a previous Court decision, this point could only be 
considered by the Court of Appeal. 

Without the fullest details, it is impossible to deal 
with such an interesting and complicated problem 


' adequately. Nevertheless, although on the facts as 


set out in the judgment, it is clear that neither the 
Revenue’s contentions nor the Special Commissioners’ 
decision could be upheld, it is far less clear that there 
was not present a taxable profit element. It seems to 
the present writer that the fundamental question is 
somewhat similar to that which arises in most classes 
of insurance contracts where the premium is paid ante- 


* cedent to the risk period. Otherwise, it would be 


possible to have a scheme involving two companies 
whereby say, one company confined itself to develop- 
ment and another to fruit-growing proper. In his final 
observations, Atkinson, J., said : 

“To my mind, it is perfectly clear that this money 
was what the company regarded it as, what it 
asked the people who found the money to regard 
it as, namely, a capital investment.” 

This, nevertheless, would seem to contain a non-sequitur. 
The houses bought from a builder are normally fixed 
capital investments of the purchaser; but they are 
circulating capital of the builder, and the profits on 
realisation will constitute his factual and taxable 


a 
—— 
_ ) 
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income. The real difficulties in the present case would 
seem to be those of ascertaining the extent of taxable 
profit and then the appropriation of it to the right 
assessment years. For excess profits tax, as for the old 
excess profits duty, the latter problem was the subject 
of special enactment. 


Shorter Notices 


Schedule E—Income from employment—Taszicab driver— 
Tips from passengers—Whether assessable. 

Calvert v. Wainwright (K.B.D., January 15, 1947, 
T.R. 1) came before the Court because the General 
Commissioners had held that the tips received by the 
respondent from passengers were not profits or gains of 
his employment, but were given to him personally. 
Respondent drove a cab belonging to a company and, 
unlike many drivers who receive a percentage of the 


recorded receipts, was paid a wage—not that this fact 


affected the issue. Atkinson, J., after reviewing the 
case-law upon the subject, reversed the Commissioners’ 
decision, holding that “‘the matter is really beyond 
argument.’’ Nevertheless, in his judgment there are 
some dicta upon the subject of “‘ presents” which will 
probably cause trouble to the Revenue. 


Schedule D, Case I—Profits of trade—Company’s balance 
sheet—First appearance of credit item ‘‘ Directors’ Current 
Account, £1,392 °—Whether concealed profits—Whether, 
if assessable, part of amount assessed for right year. 


In Stoneleigh Products, Ltd. v. Dodd (K.B.D., January 
15, 1947, T.R. 5) the issue arose out of a credit item of 
£1,392 12s. 7d., which first appeared in the company’s 
balance sheet as at August 31, 1941, under the heading 
of “‘ Directors’ Current Account.”” The whole amount 
had been regarded as profit for the year then ended, and 
the director had, by way of explanation, to use the 
Judge’s own words, told ‘‘a pack of lies’ which had 
been rejected by the Commissioners. It was argued 
that the Commissioners had not considered the real 


questions involved, viz., whether the amount repre- 
sented loans and whether the audited accounts included 
the whole of the trading revenue of the company. A 
further point was raised before the Court, namely, as 
to the years to which the amount in question, if assess- 
able, should be attributed. Atkinson, J., rejected all 
the appellant’s contentions, and upheld the Commis- 


sioners’ decision. 


Income-tax—Ervor or mistake—Number of Special Com- 
missioners competent to hear appeal—Income Tax Act, 
1918, Sections 62 (5), 64 (2), 66, 67, 137, 230 (2)—Section 
24, Finance Act, 1923. _ 

In R. v. Special Commissioners of Income Tax (ex parte 
Carrimore Six Wheelers, Lid.) (K.B.D., Divisional Court, 
January 16, 1947, T.R. 9), the only question raised was 
whether an appeal before the Special Commissioners 
had to be heard by at least three Special Commissioners. 
It had already been decided in R. v. Hood Barrs (1943, 
K.B. 455), before the Court of Criminal Appeal, and had 
been before the Court of Appeal in Hood Barrs v. C.I.R. 
((1946) 2 All E.R. 768). Both Courts had rejected the 
contention that two Commissioners were not competent, 
and a unanimous Court now held that the matter was 
not open to further argument. 


E.P.T.—Profession—Land and estate agents, auctioneers 
and valuers—Fees for tenant right valuation—Fees for 
estate management—Whether these fees professional earn- 
ings—Finance (No. 2) Act, 1939, Section 12 (3). 

In Escritt and Barrell v. C.I.R. (K.B.D., January 20, 
1947, T.R. 13), the General Commissioners had held 


that the fees mentioned in the heading were not pro- — 


fessional earnings within sub-section (3) of Section 12 
of Finance (No. 2) Act, 1939. What is remarkable in 
the case is not that Atkinson, J., should hold that “ there 
was not a particle of evidence to entitle them to come 
to the conclusion,” but unless there was some special 
reason therefor, that the Revenue should have asked 
them to do it. 


Wear and Tear Allowances 


Schedule of Agreed Rates of Depreciation for the Purpose | 
of Computing Liability to United Kingdom Income Tax 


A. GENERAL Notes 


1. The rates in the following Schedule which are subject 
to the approval of the Commissioners concerned have been 
agreed by the Board of Inland Revenue and an association 
or associations representing the users of the plant and 
machinery. The application of these rates is not, however, 
limited to members of any particular association. 


2. (a) For years up to 1945-46 inclusive, except in the cases 
of shipping and tramways, all allowances are calcu- 
lated on a written-down value deemed to be that as 
at the commencement of the year of assessment. 


(b) For 1946-47 and subsequent years, except in the 
cases of shipping and tramways, all allowances are 
to be calculated on the written-down value of the 
machinery or plant in use at the end of the basis 
ore for the year of assessment (Section 16 (1), 

.T.A., 1945). 


3. All additions to, and renewals and replacements of, plant 
and machinery in of which an allowance for wear and 


tear is made are treated as a capital outlay, except that 


renewals and replacements of parts of a machine which do not 
destroy its identity are allowed as a business expense. 


4. Unless specially provided for in the Agreement with the 
particular industry, a claim for an increased rate of allowance 
on account of the use of the machinery and plant over and 
above that by reference to which the estimated life has been 
computed is considered in the light of the particular circum- 
stances of each individual case. . 


%. The figures in this Schedule take no account :— 


(a) of the additional deduction of one-fifth of the deduction 
in respect of wear and tear, granted by Section 18 of 
the Finance Act, 1932, as amended by section 22 
of the Finance Act, 1938, for years up to 1945-46 
inclusive ; or 

(b) of the provision of Sub-section (2) of Section 16 of the 
Income Tax Act, 1945, by which, for 1946-47 and 
subsequent years of assessment, the wear and tear 
deductions are to be increased by one-quarter of the 
amount considered by the Commissioners to be just 
and reasonable. 
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B.—RATES FOR PARTICULAR INDUSTRIES 


Aircraft and Aircraft Engine 
Manufacture 
High-speed precision plant, heat 

treatment, plating and elec- 
tric welding plant 


Other plant and machinery a 


Accounting machines ... 
Motor cars and lorries .. 

* For years to 1946-47 in- 
clusive, where precision plant, 
etc. (12} per cent.) and other 
plant and machinery (7} per 
cent.) are worked continuously, 
i.e., treble shift or double shift 
plus overtime, the rates are in- 
creased by 50 per cent. thereof 
in each case. 

For 1947-48 and future years, 
where working in any case 
exceeds a complete double 
shift, a claim to an increased 
allowance will be dealt with on 
its merits. 

Apron-making 
See Clothing—Light. 

Artificial Silk 
See Silk. 

Bakery 

Plant and machinery generally 
For 1941-42 and subsequent 
years, an increased allowance, 
the precise amount of which is 
to depend on the facts of the 
individual case, is made to meet 
war-time conditions, ¢.g., ab- 
normally long working hours 
and increased production. 

The non-metal parts of the 
structure of ovens are included, 
for wear and tear purposes, as 
part of the bakery plant and 
machinery. 

Bleaching and Finishing 
Plant and machinery generally 
Blousemaking 
See Clothing—Light. 
Bolt, Nut, Screw and Rivet 
Manufacture 
Plant and machinery wikis Spin 
Electric furnaces 
Furnaces . (other than electric 
furnaces), taps and dies, are 

to be dealt with on a renewal 

basis. 

Years to 1942-43 inclusive 

The rates were regarded as 
covering all circumstances of 
overtime or continuous work- 


ing. 
1943-44 onwards 
Plant and machinery gener- 
ally.—The rate of 10 per cent. 
is to be regarded as covering all 
conditions of working up to and 
including a complete double 
shift. Where the working in 
any case exceeds a complete 
double shift, a claim to an in- 
creased allowance will be dealt 
with on its merits. 
Electric furnaces.—The rate 
- of 12} per cent. is to be re- 
garded as covering all con- 
ditions of working. 
Bookbinding 
Engines, boilers and shafting ... 
General binding machinery .. 
Brassfounding 
Engines, boilers and shafting ... 


Per cent. 


74 


10 
12} 


5 
74 


ACCOUNTANCY 


Electric motors, dynamos and 
other electrical plant eee 
Other plant and machinery 
Brich-making 
See Clay Industries. 
Chemical Manufacture 
Chemical plant other than sul- 
phuric acid plant 
Electrical plant... 
Other plant... re 
See also Sulphuric Acid. 
Children’s Clothing 
See Clothing—Light. 
Cinemas 
Projectors 
Clay Industries 
Brick Manufacture 
Building Bricks 


mos, motors, trans- 


Kilns. (See also notes @) 
to(f) below) ... 
Heavy Clay Industry. (Exclud- 

ing building brick manufac- 


ture and covering manufac- © 


ture of roofing and flooring 
tiles, refractory goods, sani- 
tary pipes and fittings, 
enamelled bricks and tiles, 
terra-cotta goods, sanitary 
fire-clay goods, red clay goods 
and similar articles) and 
Pottery Manufacture. (Manu- 
facture of chinaware, earth- 
enware, electrical procelain, 


plant and machinery, 
e.g.,_ piping, mixing, 
shaping and glazing ma- 
chines (blungers, tanks, 
arks, sifters, pumps, jig- 
gers, jolleys, ~ presses, 
etc.), conveyors, trucks 
(or cars), propelling 
mechanism and tracks, 
air supply and exhaust 


fans and dust extraction. 


plant... 
Crushing and grinding 
plant (milling plant) ... 
Electrical plant (dynamos, 


motors, transformers, 
fans, etc.) 
Gas-producing plant (Well- 
man-Galusha ) 
Coal pulverising t and 
mechanical stokers aa, 
Diesel oil engines .. 
Ovens and kilns 


(See also notes (a) to (f). 

(a) Hovels constituting a separ- 
ate structure are not eligible for 
a wear and tear allowance, but 


A 


7t 
10 


5 * 
73° 


74* 
74° 
74° 


10* 
10* 


Clothing—Light ight 


105 


Per cent. 


the cost of rebuilding, or obso- 
lescence, is allowed. 
(6) Greenhouses, tunnel dryers 
and drying sheds, of a specialised 
not forming part of any 
er structure and constructed 
rong used throughout solely for 
brick or clay drying purposes, are 
eligible for renewals allowance. 
(c) Kilns include kiln 
where an in part of a kiln 
(so that the kiln cannot be 
separately renewed) for the pur- 
pose either of a wear and tear or a 
renewal allowance. No allow- 
ance is made for wear and tear on, 
or ‘the complete renewal of, a 
chimney forming a separate unit. 
(dq) Where wear and tear is 
allowed, allowances for renewal 
of parts of a kiln are not to in- 
clude the cost of complete re- 
building of the furnace zone of a 
continuous oven or kiln, but the 
appropriate obsolescence or bal- 
ancing allowance may be made. 
(e) In the case of a continuous 
oven or kiln, wear and tear and 
written down value of ancillary 
machinery, etc., are separately 
calculated by reference to the 
rate or rates applicable to that 
machine: 


ry. 

(f) Change over from renewals to 
wear and teary basis (at option of 
taxpayer). The “ starting value” 
is normally to be the written 
down value (see note (e)). Where 
the original cost of a particular 
oven or kiln cannot be satisfac- 
torily ascertained, the oven or 
kiln is excluded from the com- 

tation and a renewal allowance 
is given on replacement, wear and 
tear being allowable on the new 
kiln for the fiscal years following 
that fiscal year for which the re- 
newal allowance was given. 

* The rates to be regarded as 
covering circumstances of over- 
time or continuous working. 
Cleaning 

See Dyeing and 
Clothing—Heavy (Men’ r 

All plant and machinery 

The normal rate may be in- 
creased to 11} per cent. as 
from 1939-40 on sions and 


machinery used mainly for. 


work on Army clothing con- 
tracts. 
(Ladies’ and 
Children’s) 


Engines, boilers and shafting .. 
Electric motors.. 
General machinery (process = 
plant)... io 
Coke Production 
Coke-ovens and ancillary plant 
(Rate to be reconsidered in 
1948-49.) ; 
Cold Stores 
See Ice. 
Collieries 
Railway wagons bee 
Surface plant and machinery, 
other than electrical plant ... 
Electrical plant at the surface 
and all underground plant 
installed in the shaft pillar ... 


7t 
10 
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106 
Per cent. 
Other antenguatl plant oo 
Steam lorries... oo - 45 
Lorries driven by internal com- 
bustion engines 

Colour Manufacture 

See Paint. 


Corset Manufacture 
Engines, boilers and shafting... 5 
Laundry and —. ma- 


chinery joo = os oe 
Electric motors.. = -. Tt 
Other machinery “ee a> 
Motorvans_.... 20 


Cotton Spinners and Memifacturers : 
expenditure on adaptation of plant 
and machi 

Expenditure upon adaptation of plant 
and machinery in the Cotton Industry 
arising out of the introduction of the 

“‘more looms per weaver” system can 

usually be classified under the following 


eadings :— 
(1) New shuttles and shuttle stands. 
(2) New pulleys. 
(3) Spare cloth rollers and brackets. 
4) Warp stop motions. 
5) Weft stop motions. 
(8) Shuttle boxes extended. 
\7) Sley repairs and renewals. 
'8) Fitting two box motions. 
(9) Pick and pick motions. 


(10) Conversion of ordinary looms to 


circular box looms for weaving 

: ordinary cloths. 

(1) Pick counters. 

(12) Alterations to ring spinning frames 
(new ring rails). 

(13) New ring bobbins. 

(14) Alterations pT mule frames to 
make larger 

(15) High ‘speed ‘acatlieg (for use in 
cheaper cottons). 

(16) Re-winding machinery 

(17) Automatic weft flooding attach- 
ments. 

It has been agreed that the outlay in 
question should, subject to the approval 
of the Commissioners concerned, be 
dealt with in the following manner :— 

(1) New shuttles, etc.: and (13) new 

ving bobbins 

Outlay under these headings may be 
dealt with as if it represented expendi- 
ture on further supplies of the ordinary 
type; surplus stocks of the old type 
a be allowed to lapse from the stock 


gure. 
(7) Sley repairs and renewals 
In view of the difficulty of dis- 
tinguishing between outlay under this 
heading arising in the ordinary way and 
outlay arising in connection with the 
adaptation, the whole may be regarded 
as revenue expenditure. 
(16) Re-winding machinery 
These machines are complete and 
separate and the normal rate of wear 
and tear for process plant is to be 
applied 
All other headings 
The outlay is to be regarded as capital 
expenditure, but a special rate of wear 
and tear allowance, i.e., 124 per cent. 
on written-down value, is to be applied 
for the first five years following the date 
of the outlay. The balance remaining is 
Gow Se DS, mantel 90. pavtess snes. on 
rate (normally 7} 
peer is to be allowed unless some 
Pirther arrangement is then made. 


ACCOUNTANCY 


Per cent. 
Creameries, Dairies and Ice 
Cream Factories 
Steam boilers, steam and gas 
engines and storagetanks ... 5 
Refrigerating plant (except ice- 
less cabinets) and aed 


and washing machines 10 . 
Iceless cabinets ; <a 
Other plant and machinery, in- 

cluding electric motors jas ae 


Loose plant, box cycles, utensils 
(churns, bottles, etc.) and piping are 
dealt with on a renewal basis. 

Crochet Hook Manufacture 

Engines, boilers and shafting ... 5 

Other machinery one SI 

Electric motors... ~ ... 74 
Cutlery Blanks, Gofine. Forging 

and Stamping of 

Electric motors, grinding ma- 

chines, drop hammers, goff 
hammers and power stamps zt 

All other plant and machinery 

No allowance is made in = bit of 
grinding and other wheels, utensils, 
belting, electric cables or furnaces, but 
in lieu thereof the cost of repairs and 
replacements is allowed as a charge 
against revenue; the cost of additions 
to, or enlargement of, such wheels, 
utensils, belting, cables or furnaces is 
treated as capital expenditure in the 
ordinary course. 

Cutlery Manufacture 
Electric motors, knife-grinding 
machines, drop hammers, 
power hammers, power 
stamps and buffing and glaz- 
ing machines.. 7t 

All other plant and machinery 5 

No allowance is made in respect of 
emery, glazing and other wheels or in 
respect of utensils, belting, electric 
cables or furnaces, but in lieu thereof 
the cost of repairs and replacements is 
allowed as a charge against revenue ; 
the cost of additions to, or enlargement 
of, such wheels, utensils, belting, cables 
or furnaces is treated as capital ex- 
penditure in the ordinary course. In 
the application of General Note 3 above, 
each of the constituent parts of a cutler’s 
frame (e.g. beams, brackets, shafting 
and pulleys) is treated as a separate 
machine. 


Dairies 
See Creameries. 
Drop Forgings Manufacture 
Plant and machinery generally, 
including that in the tool and 
die shops. .... ae. | 
No allowance is made in respect of 
furnaces, but in lieu thereof the cost of 
repairs and renewals and rebuilding is 


allowed as a charge against revenue ; _ 


the cost of additional furnaces and of 
extensions to existing furnaces is treated 
as capital expenditure in the ordinary 
course. 

Dyeing and Cleaning 


Plant and machinery generally— 
to 1943-44 inclusive ... oS, 
1944-45 to 1946-47 ... os Be 
Motorvans__..... > a 
Dyeing and F: meee 


Plant and machinery generally a 
ay wre age Manufacture 
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Per cent. 

Boilers, steam engines and 

shafting 

Coal- aeiiien plant and feed 

pumps 5 

Rails of railway. sidings 6 

Electric motors and dynamos... 7% 

Ice-making plant (excluding 

any steam powerplant) ... 7} 
Open railway wagons used ex- 
clusively for conveyance of 
specially deleterious sub- 
stances 74 

- All other plant and machinery 15 
No allowance is made in respect of— 

(a) nitric acid plant or plant consisting 
of glass, silica, earthenware or other 
similar material as distinct from metal ; 

(6) pipes and electric cables ; 

(c) railway sidings, except the rails, 


' but in lieu thereof the cost of repairs and 


reinstatement is allowed as a charge 
inst revenue. 

In the application of General Note 3 
above each of the constituent parts (e.g., 
vats, autoclaves, etc.) of a battery con- 
stituting a single unit, and each rail of 
the railway sidings, is to be considered 
as a separate machine. 
Electricity Undertakings 

Plant and ee 

Cables ... 2 

Concrete cooling towers 
(See also note (a).) 

Diesel engines ... esq soe 30 

Meters ... 7 

Other generating plant and 
machinery ... 

Other plant, exclusive of loose 
tools and office furniture ... 5 
Public Lighting 

Lamp columns .. 

Lanterns, clock controllers and 


>» oO 


gear 124 

(See also note (b). “J 

Domestic Electrical A a 
Cookers and kettles... 20 
Refrigerators, washing ma- 

chines, washing boilers and 

water heaters soe 

Other kinds of apparatus oo ee 

(See also note (c).) 
Conduits, loose tools and office 
furniture—see note (d) 

(a) Each cooling tower, consisting of 
shell and internal fittings, is treated as a 
complete entity. Where the allowance 
is claimed for the first time, it will be 
computed on the written-down value at 
the beginning of the year of claim, ar- 
rived at by writing down the cost of the 
structure as a whole by 4 per cent. from 
the date of completion. 

The cost of irs and maintenance 
of the shell and internal fittings is 
allowed as a charge against revenue. 
Where, however, the internal fittings 
are renewed in their entirety they are 


Tegarded as additions; in such a case 
any appropriate obsolescence or balanc-. 


ing allowance is made. 

(6). Each item (.e., lamp column, 
lantern, clock controller or set of gear) 
is treated as a separate unit, the cost of 
renewal being disallowed as a revenue 


" expense, but admitted as the subject of 


any appropriate obsolescence or balanc- 
ing allowance claim. 

The cost of connecting the lamp 
columns with the mains is allowed as a 
trading expense as and when incurred. 
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taking towards the cost of such services 
are credited in arriving at the amount of 
the nditure to be allowed. 


(c) The term “‘appliance”’ includessuch — 


wiring leads as require to be renewed 
"TT en eleven eeinde’ 


d@) No allowance is made for wear and ~ 


tear, but annual expenditure on repairs 
and renewals is allowed as a working 
as and when incurred. 
Embroidery Manufacture Per cent. 
Plant and machinery generally 7} 
Engineers’ Precision Tools Manu- 


facture 
To 1945/46 inclusive :-— 
Steam and gas engines, boilers, 


shafting and pulleys... ite § 
Electric machinery, including 

dynamos and motors ee 
Other plant and machinery . 


9 
These rates apply to plant and 
machinery employed in the manu- 
facture of, ¢.g., twist drills, milling 
cutters, reamers, tap dies and screwing 


tackle. 

1946/47 onwards :— 

The arrangement relating to Machine 
Tool Manufacture is applicable. 
Envelope Making - 

Steam power plant and shafting 5 

Electrical power plant, includ- 


ingdynamosand motors ... 7} 
All machinery used for the pur- 

pose of makingenvelopes ... 7} 
Motor lorries and motor vans... 20 

Farming - 

Steam boilers and engines, port- 

able steam engines, 

machines and fixed plant ... 5 
Electric installations ... os MH 
Steam lorries... 15 


Binders, reapers and combine- 
harvesters 15* 
Motor lorries and vans driven 


by internal combustion en- 


Petrol or oil-driven tractor-. 
cultivators... 224 
Sprayers and flax-pulling whe = - 
chines 25* 


All other types ‘of farm ma- 
and implements, in- 
cluding portable poultry (and 
similar) sheds and incubators 10 

No allowance is ‘made in respect of 
minor loose plant and utensils, but in 
lieu thereof the cost of renewals is 
allowed as a charge against revenue. 

Allowance is granted in respect of 
motor cars used for business purposes 
at the same rate as for motor lorries, 
restricted, however, to the proportionate 
part applicable to such use. 

* Rates to be reconsidered in 1948-49. 
Fertiliser Manufacture 

Engines, boilers and shafting ... 5 

Sulphuric acid plant... ose, B 

Other plantand machinery ... 10 

The rates cover all conditions of 
working except as regards “‘ other plant 
_ and machinery,” the rate for which is 

increased to 12} per cent. where the 
plant and machinery are worked con- 


Fibre Rope, Net and Twine agua 
Steam — water motive 
power plant .. bee wis 


ACCOUNTANCY 


Per cent. 
Rope walk plant and machinery 


. 5 
Electrical ig and ere 7+ 


Diesel engines ... 1 


Sears after saachinsey 


Other process plant and ma- ” 
chinery 


7 
File and Rasp Mantfacture 
File cutting and rasp 
machines 6t 
Electric motors, ma- 


All other plant and machinery 5 

No allowance is made in respect of 
grinding and other wheels, utensils, 
belting, electric cables or furnaces, but 
in lieu thereof the cost of repairs and 
replacements is allowed as a charge 
against revenue; the cost of additions 
to, or enlargement of, such wheels, 
utensils, belting, cables or furnaces is 
treated as capital expenditure in the 
ordinary course. 
Fishing Tackle Manufacture 

Engines, boilers and shafting... 5 

—. hook and rod-making 

Electric motors.. eee 7% 
Flax Spinning and Linen Weasing 

(Northern Ireland) 

Plant and machinery generally 74 
No allowance is made in respect of 
accessory plant such as pirns, pirn 
cages, spools, belting, driving ae 

damask cards, designs, patterns, 
furniture and fixtures. 
Flock Manufacture 

Motive plant and nadieary 

steam or water eee vee 

Other plantand machinery ... 7} 

The rates are to be regarded as cover- 
ing circumstances of overtime or con- 
tinuous working. 
Floor Cloth Manufacture 

See Linoleum. 


Flour Milling 
Steam power plant and shafting 5* 
Electric motors and other elec- 
tric plant, gas and oil engines, 
other than Diesel type en- 
gines, roller mills, automatic 
weighers, elevators and con- 
veyors (with legging) and 
spouting oan 73° 
Other plant and machinery, 
including Diesel type engines 10* 
* Rate increased by 20 per cent. for the 
period from September 3, 1939, to April 5, 
1947. 


Furniture Manufacture 
Engines, boilers and shafting ... 5 
General plant and machinery .. ‘a 
Electric motors.. is ob hte 
Steam wagons andlorries ... 15 
Motor wagons and lorries driven 
by internal cep settee en- 


Benzol plant ... ... om” 
Sulphate of ammonia plant 
Tar distillation 


Meters 7t 

Cookers and fires let out on hire 15 

Other appliances let out on hire 20 
in each case on written-down value. 

Note.—The Company may, as re- 
gards any of the above-mentioned 
categories of plant and machinery which 
have hitherto been dealt with on a 
renewals basis, elect to claim allowance 
for expenditure on renewals as and when 
incurred in lieu of annual wear and tear 
allowance. 

@) ) Public Lighting 

p columns . 
Lamps, clock controllers and 


gear 12} 
in each case on written-down value. 

Each lamp column, lamp, clock con- 
troller and set of gear, will be treated as 
a separate unit, the cost of renewal being 
disallowed as a revenue expense, but 
admitted as the — of any a 
priate o or balancing y* va 
ance claim. 

and Engineers’ Precision 

Tool Manufacture 

To 1945-46 inclusive— 

See Engineers’ Precision Tool 
Manufacture. 

1946-47 onwards— 

The arrangement relating to Machine 
Tool Manufacture is applicable. 
Handkerchief and Embroidery 

Manufacture 

Engines, boilers, ge a7 

gearing, and motors.. 

Stitching machines... ee 
Heavy Clay Industry 

See Clay Industries. 

Hemstitching 
Engines, boilers, ane and 


, and motors. . 


continuous working. 


' Hosiery Needle Manufacture 


Stan snd pes gram, — 


and shafting .. va eae sie 
Electric motors.. ‘a 7+ 


Process (or manufacturing) ma- 


chinery 
Ice Cream Factories 
See Creameries. 
Ice Manufacture and Cold Stores 
Steam and gas engines, — 


and shafting .. 5 
Electric plant and insulation . 7t 
Refrigerating machinery, i.z., 4 

compressors, condensers, ice 
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All contributions received by the under- Per cent. 
Other plant and machinery \ 
ry Nara ae cooling 5 ; 
: towers masonry tar i 
eee | 1 
10 public Lighting) 
Gas holders (including tanks 
and cost ofinstallation) ... 3 H. 
Castironmains... ... ... 3 i 
Steelmains __... sai et ae ’ 
chines, drop hammers, goff i 
hammers and power stamps 7} 
t! 
i 
' 
; 
Mh 
f 
est“ senes hc ben = ane ae i 
i 
Hemstitching machines eos 10 
Hosiery Manufacture if 
Steam engines, boilers and 
shafting ee wane ow & F 
Electric motors... bed was a x 
All process plant eee pee 
The rates are to be regarded as i” 
covering circumstances of overtime or 
ee . 
; 
10 i 
} 
Gas Undertakings ft 
(1) Plant and machinery i] 
(a) Manufacture : 
inuously, 4.¢€., treble shilt or double Coke-handling plant ... — 1} 
shift plus overtime. .  Panash and clinker plant 
Chemical plant ... Ve tanks, coolers, conduits, i 
moulds, coils, travellers, etc. 10 4 
No allowance is made in respect of | 
: lagging, belting, loose plant, utensils, i 
3 | : i 


ee en ree 
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etc., but in lieu thereof the cost of re- 
newals and replacements is allowed as a 


charge against revenue. 
Per cent. 


Iron and Steel Manufacture 

Plant and machinery generally 7} 

Furnace structures — than : 

electric furnaces) 7k 

As_ regards furnace " structures a 
separate option to change from the 
renewals to the wear and tear basis may 
be exercised by the taxpayer in relation 
to any individual range or plant, pro- 
vided that he does so in respect of the 
whole of the furnaces comprised therein, 


viz. — 
(a) A range of blast furnaces, includ- 
ing hot blast stoves and calcining 


kilns. 

(6) Steel melting furnaces and mixers 
included in an individual steel] 

lant. 

(c) Regenerative and other furnaces 
and soaking pits attached to an 
individual rolling mill. 

Jute Spinning and Weaving 
Engines, boilers and shafting .. 5 
First and _ second drawing 
frames, roving frames, spin- 
ning frames and dressing 


machines... pa” 2 
Breakers and finishers ‘acquired 

after April6, 1937 ... ww 
Other plantand machinery ... 7} 


The rates are to be regarded as cover- 
ing circumstances of overtime or con- 
tinuous working. 

Lace and Embroidery Manufacture 

Plant and machinery generally 7} 
Ladies’ Clothing 

See Mantles. 

Ladies’ Light Clothing Manufacture 
See Clothing—Light. 
Laundries 
Plant and ee generally ar 


Motor vans ’ 
* For the years "1944-45 to "1946-47 
inclusive this may be increased to 11} 


per cent. 

Light Metal Castings Manufacture 
Electric furnaces x. 12} 
Other plant and machinery soy ae 


Rate applicable to electric furnaces is 
to be regarded as covering all conditions 
of working. Rate applicable to other 
plant and machinery is to be regarded 
as covering conditions of working up to 
and including double shift; where 
working exceeds double shift the case is 
dealt with on its merits. 

Light Railways 

See Tramways and Light Railways. 
Linen Weaving 

See Flax Spinning. 

Linoleum and Floor Cloth Manu- 
facture. 

Engines, ~ mg ope amegczaes he 5 

Diesel engines ... . 10 

Other plant... eve ae, | 
Locomotive Manufacture 

Boilers, engines, i 

slow-moving plant and ma- 
chinery 5 
Electric motors, “dynamos and 
other electric plant; high- 
metal working ma- 
chinery, viz., lathes, drilling, 
milling, planing, shaping and 
similar machines... 74 
No allowance is made in respect of 


Machine Tool M eiietions 


ACCOUNTANCY 


furnaces, but in lieu thereof the cost of 
repairs and replacements and rebuilding 
is allowed as a charge against revenue ; 
the cost of additional furnaces and of 
extension to existing furnaces is treated 


as capital expenditure in the ordinary 
course. 
Per cent. 


Engines, boilers and shafting ... 5 

Other plant and machinery, in- 
cluding electrical :— 

1941-42 to 1944-45 :— 

For all conditions of working, 
short of a complete double 
eee 74 

For double shift working—Pre- 
cision plant and machinery 
(i.e., plant designed to oak 
toa ‘degree of accuracy of not 
less than 1/1000th of an in. 
margin, and normally em- 
ployed on such work) ia tae 

Remainder , 7 
For continuous working, ie. ™ 

treble shift or double shift 
plus overtime :— 

Precision plant and pita aca’ 1 

Remainder % os 11 

1945-46 onwards 
For all conditions of working 
up to and including a com- 


plete double shift :-— 
Precision plant and pesca 12 
Remainder ie a3 7 
1946-47 onwards 
Accounting machines and other 
similar officesappliances. ... 10 


1945-46 and 1946-47 only 

For continuous working, i.e., 
treble shift or double shift 
plus overtime :— 

Precision plant and machinery 18} 

Remainder én ---» Il} 

For 1947-48 and future years, where 
working in any case exceeds a double 
shift, a claim to an increased allowance 
will be dealt with on its merits. 

The agreement does not apply to plant 
and machinery used in the manufacture 
of grinding and other similar machinery. 

No allowance is made in respect of 
furnaces, but ih lieu thereof the cost of 
repairs and replacements and rebuilding 
is allowed as a charge against revenue ; 
the cost of additional furnaces and of 
extensions to existing furnaces is treated 
as capital expenditure in the ordinary 
course. 

Madras Manufacture 

Plant and machinery generally 7} 
Mantles and Ladies’ Clothing 

Engines, boilers and shafting .. 5 


Electric motors.. ra i 
General machinery —— 
plant)... coe $10 


Match Maenufactere 
Steam engines, boilers and 
shafting oh ‘< Sen 
Lathes, wood-cutting and wax 
taper-making machinery, in- 
cluding taper drums.. 5 
General plant and machinery, 
including electric dynamos 
and motors, match-making, 
splint-levelling and cleaning, 
and box-filling machines ... 7} 
Motor lorries and motor vans... 20 
For the purpose of General Note 3 
above, a complete “‘ match chain ” is to 
be treated as a complete machine and 
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not as a part of a machine. Where plant 
and machinery are used by night as well 
as by day (‘‘ double running” or “ day 
and night working ’’) no extra allowance 
is granted in respect of steam raising 
plant, but an extra allowance of 25 per 
cent. of the normal rates is given. in 
respect of such other plant and machinery 
as is run both day and night, for the 
proportional part of the year during 
which it is so run; no extra allowance is 
made for any overtime running which falls 


short of a full day and night. 
Milk Bars Per cent. 
Milk and ice cream refrigerating 
and delivery units ... 15 


Carbonating plant, sterilising 
and washing plant and 
boilers ; iy. “18 
Other plant and machinery 5 
Rates to be reconsidered in 1947-48. 
Motor Vehicles with Internal Com- 
bustion Engines, Manufacture of 
Steam engines, and 
shafting ie ye Le 
iahupes precision plant .. 125° 

Other manufacturing plant and 

machinery, and decals motors 7}* 

Accounting, calculating and 

other similar office appliances 10 

* For years 1939/40 to 1946/47 in- 
clusive, where precision plant, etc. (124 
per cent.) and other manufacturing 
plant and machinery, etc. (74 per cent.) 
are worked continuously, i.e., treble 
shift or double shift plus overtime, the 
rates are increased by 50 per cent. thereof 
in each case. 

For 1947/48 and future years, where 
working in any case exceeds a complete 
double shift, a claim to an increased 
allowance will be dealt with on its 
merits. 

Nail Manufacture 

Plant_and machinery generally 5 
Needle Manufacture 

Engines, boilers and shafting... . 5 

Needle-making machinery and 

electric motors : 7$ 
See also Hosiery Needle. " Manu- 
facture. 
Newspaper Printing 

Engines, boilers and shafting... 5 

Printing machines... ove it 

Type oes 

Normally no allowance is they in 
respect of type, but the actual cost of 
renewals is allowed as a charge against 
revenue. 

Where the same machines are used to 
print morning and evening papers, 
applications for increased allowance are 
dealt with on their merits, having regard 
to proof on the following points— 

(a) life of plant substantially reduced ; 

(6) additional wear and tear not made 

good by extra expenditure on 
maintenance and renewal of parts ; 

(c) actual hours of running excep- 


tional (e.g., machines which print ~ 


only one paper may normally run 
longer hours than those which 
print two papers). 
Nitric Acid Manufacture 
See Dyestuffs. 
Overall Manufacture 
See Clothing—Light. 


’ Paint, Colour and Varnish Manu- 


facture 
Engines, boilers, shatting _ 
storage tanks... 5 
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Per cent. 
General plant and machinery, 
including grinding machinery, 
-and electric motors ... 74 


Motor lorries and motor trac- 
No allowance is made in respect of 
horses, loose tools or utensils, including 
iters 


arrangement does not apply to 
Paper Bag Manufacture 
ngines, boilers and shafting... 5 
General plant and machinery, ¢ 
and electric motors ... one 


Pa Box Manufacture 
t and machinery generally 7} 
Motor vans ...,__... <n oe 
Paper Mills 
hinery working by day only 5 
Machinery working day and 
night ... ae pel woes & 
Paper-making is a continuous process. 
A number of machines, each dealing with 
a stage of manufacture, are linked up to 
form one productive unit. For the pur- 
poses of General Note 3 above, each 
machine is treated as a separate item of 
plant and not as a part. 
Pig Iron and Steel Manufacture 
See Iron and Steel. 
Plastic Moulding 
Plant and machinery generally :— 
The rates depend on the weekly hours 
worked, viz. :-— 


Less than 94 hours... --» 103 
94 hours to 125 hours ... 3 Ae 
Exceeding 125 hours ... oie 


The arrangement is applicable to plant 
used in the plastics industry in the manu- 
facture of laminated materials. 

Pottery Manufacture 

See Clay Industries 
Printing : 

Engines, boilers and ing... § 

— and binding machines 7} 

pl ben ote ——/ 
Normally no allowance is given in 
respect of , but the actual cost of 
renewals is allowed as a charge against 
revenue. 

Special and delicate machinery is dealt 
with according to the facts of each case. 

See also Newspaper Printing. 
Ready-made Tailoring (Men's) 

See Clothing—Heavy. 
Rivet Manufacture 

See Bolt, Nut, Screw and Rivet 
Manufacture. 

Saw Milling 
See Timber Merchants. 

Shipping 

or the period September 3, 1939, to 
April 5, 1947, the normal allowance for 
wear and tear of ships is increased by one- 
quarter. The increased allowance is sub- 
ject to the additions mentioned in para- 
graph 5 of the ‘‘ General Notes.” 

1. In the case of a new ship, the allow- 


- ance (other than that for —e 
plant and insulation) is compu poe 
following basis :— 
(a) sailing vessels 


3 per cent. 
on prime 
cost. 

(6) Steamers and motor 

vessels— 


ACCOUNTANCY 
Per cent. 
(i) delivered before 1917 
or after 1922 and be- 
fore 1940 ... +» 4 per cent. 
on prime 
cost. 
(ii) delivered during the 
periods 1917-22 and : 
1940-46... one twenty- 
fourth 
of the 
difference 
between 
prime 
cost and 
break up 
value. 
(c) tankers 5 per cent. 
on prime 
cost 


“Prime cost”” means the cost price 
of the vessel, exclusive of the portion 
relating to refrigerating plant and in- 
sulation. As to subsequent capital 

nditure, see ph 3 below. 

. The break-up value of the vessel, 
exclusive of the refrigerating plant and 
insulation, is computed on the basis of a 
percentage of prime cost :— 

(a) sailing vessels $a nt 3 

(b) steamers and motor vessels— 

(i) delivered before 1917 or 

after 1922 and before 1940 

(ii) ae in— 

1 pie 


os 

o 
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© 
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“Sea ?* ” 


(iii) delivered in— 4 


tae 
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(c) tankers... ape ve 
(d) In the case of ships acquired under 
the government Di scheme 
the break-up value is taken as 4 
per cent. of the cost to the ship- 


owner. 

The break-up value, as computed 
above, remains constant throughout the 
life of the ship, i.e., it is not affected by 
Sree an See 


3. Any expenditure which has been 
treated as capital for tax a (e.g-5 
renewal of engines and boilers, or 
structural improvements) is added to 
the prime cost of the ship for the pomees 
of computing the aggregate 
to be made. 

As regards sailing vessels, steamers and 
motor vessels, the annual allowance in 
respect of such expenditure is computed 
as follows :— 

(a) where the expenditure is incurred 
before the yp mae of 20 years of 
the life of ship, the normal 
allowance is increased by such a 
sum as will exhaust the expendi- 


(6) where the expenditure is incurred 
after the expiration of 20 years of 


. 
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the life of the ship the normal 
allowance is increased by the 
fractional of the expenditure 
given in third column of the 
table in paragraph 8 below, sub- 
stituting the age of the ship when 
the expenditure was incurred for 
the “ age at date of purchase.” 

4. The allowance in respect of re- 
frigerating plant and insulation, except 
in so far as acquired with a second-hand 
ship (see paragraph 7) is computed 

tely from the allowance for the 
hull, etc., in order to ensure that— 

(a) the allowance ceases when the 
break-up value of the plant, etc., 
is reached, and 

(b) the aggregate allowance does not 
exceed the cost to the owner less 
the break-up value. 

5. The basis for computation of the 
allowance in respect of the original re- 
frigerating plant, etc., is 6} per cent. (or 
5} per cent. in the case of sailing vessels) 
on the cost. 

A similar allowance is made in respect 
of plant added to a ship (other than 
additions effected in the years 1917 to 
1922) or for capital expenditure incurred 
in connection with existing plant. 
Where, however, the basis given in 
paragraph 3 is more favourable to the 
owner, that basis is applied, but the 
break-up value is computed as indicated 
in paragraph 6. 

The allowance in respect of plant 
installed on a steamer or motor vessel, 
and delivered in one of the years 1917 
to 1922, is computed on the basis of one 
twenty-fourth of the difference between 
cost and break-up value, plus 2} per cent. 
on the cost. ; 

6. The break-up value is computed at 
the rates given in paragraph 2. In the 
case of steamers and motor vessels 
equipped with refrigerating plant, etc., 
after the date of delivery of the ship, the 
rate applied is that appropriate to the 
year of re-delivery. 

The break-up value is revised on the 
occasion of each extension of the existing 
plant, but no revision is made on account 
of capital expenditure on the renewal or 
improvement of existing plant. 

7. The allowance in respect of a ship 
purchased second-hand is computed by 
reference to— 

(a) the actual cost of the ship to the 

new owner less the break-up value 
(i.e., the aggregate of the existing 
break-up values of the hull, etc., 
and refrigerating plant, etc.) and 

(b) the reasonable expectation of life 
of the ship at the date of purchase 
(see paragraphs 8 and 9). 

Allowances for the hull, etc., and for 
refrigerating plant, etc., acquired with 
the ship are not separately computed. 


Allowances for subsequent capital — 


expenditure on refrigerating plant, etc., 
and break-up values for extensions to 
such plant, are separately computed on 
the bases given in paragraphs 5 and 6 
respectively. Other capital nditure 
is to be dealt with as indica 
graph 3. 
8. As regards steamers and motor 
vessels, the following scale is applied, 
where a vessel is over 30 years 
old at the date of purchase ; such vessels 


in para- 
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are to be dealt with according to the facts 
of each case. 


Fractional 
of cost 
less break-up 
value to be 
written off 

each year for 
wear and tear 


Age at 
date of 
purchase 


xpectation 


Y 


pesbeedante 


me PAIIA DIO MOO O 


22 
23 
24 
25 
26 
27 
28 
29 


9. The expectation of life of vessels 
other than steamers and motor vessels 
is determined by reference to the par- 
ticular facts of each case. 

Per cent. 


Shoe and Slipper Manufacture 
Engines, boilers and shafting .. 5 
Manufacturing machinery (pro- 

cess plant) ... 10 
Motor vans and motor lorries... 20 


Silk Manufacture 
Steam engines, boilers and 


shafting 
General plant ‘and machinery 
(including winding, throw- 
ing, doubling and weaving 
machinery) and _ electric 
motors 7% 
Sewing, braiding and “knitting 
machinery 10 

The allowances are ‘applicable to 
plant and machinery used in the 
manufacture of natural or artificial silk 
materials, including materials consisting 
partly of silk and partly of wool and/or 
cotton. 

As regards lace, embroidery and 
dyeing plant and machinery, the rates 
laid down under those headings are to 
be applied. 


Steel Manufacture 
See Iron and Steel. 


Steel-Rolling, Forging and Hammering : 
Steel Re-rolling 
An arrangement identical with that 
for Iron and Steel Manufacture is 
applicable. 


ACCOUNTANCY 


; Per cent. 
Sulphuric Acid Manufacture 
Chamber Process 
Nitre plant, ammonia oxida- 
tion plant, towers and plant 
used in connection therewith, 
chambers and incidental 
plant, chimney stack, dear- 
senicating plant, concentrat- 
ing plant... 
Contact Process 
Towers, blower, grease separat- 
ing and pressure balancing 
chambers, heat interchang- 
ers, pre-heaters, super-heat- 
ers, converters and contact 
mass, absorption vessels, 
weighing tanks and machine 
plant for platinisation and 
revivification of contact mass 
* Either Process 
Plant for dealing with sulphur 
raw material, mechanical and 
hand burners, power plant, 
acid eggs, storage tanks, cis- 
terns and connections, fans, . 
pumps, railway tank wagons 15 
See also Chemical Manufacture. 
Synthetic Dyestuffs Manufacture . 
See Dyestuffs. 
Tailoring (Men’s) 
See Clothing—Heavy 
Timber Merchants, Saw Millers 
and Timber Goods Manufacture 
. Engines, boilers and main ‘ 


7% 


motor cars and haulage plant 20 

To meet war conditions, including 
overtime and continuous working, the 
rates for general saw-milling plant and 
machinery (but not engines, boilers and 
main shafting) and for traction engines, 
tractors and haulage plant (excluding 
motor cars) may be increased for 1940/41 
to 1946/47 inclusive to 9% per cent. and 
25 per cent. respectively. 
Tool Manufacture 

See Engineers’ Precision Tools and 


. Machine Tools. 


Tramways and Light Railways 

The following is an extract from the 
agreed scheme which is generally applied. 

Permanent Way 

(Annual allowances are granted in 
respect of the depreciation by wear and 
tear of the ent way equal to the 
cost of the track divided by the number 
of years of its estimated life). 


3. The life of the permanent way is, . 


normally, to be taken as 12, 14 or 16 
years, according to the traffic thereon. 
The classification is to be based on the 
average car mileage per mile of track 
per annum of the financial year pre- 
ceding the year of assessment, viz. :— 
(i) not exceeding 50,000 car miles per 
mile of track—1I6 years ; 
(ii) over 50,000 and not ex i 
75,000 car miles per mile of track 
—14 years ; 
(iii) over 75,000 and not exceeding 
125,000 car miles per mile of track 
—12 years ; 
(iv) over 125,000 car miles per mile of 
track—special consideration. 
Where there are special circumstances, 
such as exceptional gradients, the com- 
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pulsory use of wood-paving, etc., tend- 
ing to show that the car does not 
fairly t the wear and tear of the 
track, each such case is entitled to special 
consideration. 

5. In détermining the cost of con- 
structing new track, or of renewing _ 
track, there shall be excluded 
expenditure on concrete foundations, 
and on paving except such paving as 
lies between the rails and extends 18 ins. 
beyond the rails on each side, and also 
the cost of the land on which the track 
may be laid and any other expenditure 
of a non-recurring nature. 

‘Provided that where a tramway 
authority out of the revenue of the 
tramway undertaking is by Statute 
required as such authority to bear the 
cost of repair and renewal of a further 
portion of the road in addition to the 
portion between the rails and 18 ins. 
beyond on each side, the cost of such 
repairs and renewals shall be allowed 
as a trading expense as and when 
incurred. 

6. The cost of renewing concrete 
foundations shall be allowed as a trading 

mse as and when incurred, pro- 
vided that if the renewed foundations 
are an improvement on the old the cost 
of such improvement shall be excluded. 


7. Renewals of special track work at 
junctions and crossovers so far as they 
do not represent improvements, shall be 
allowed as repairs as and when effected 
and shall be excluded from all claims 
for wear and tear. 

8. Amounts received for old material 
whenever renewals are effected shall be 
credited i the cost of the renewals, 
and if such old material is not disposed 
of at the time or is used for other pur- 
poses, the estimated value shall be | 
credited subject to adjustment, if 
necessary, ~ and when the old material 


is disposed of. 
9. The cost of repairs shall be allowed 


as an expense as and when incurred. 


Cables . 

14. In addition to irs, wear and 
tear is to be allowed at the rate of 3 per 
cent. per annum on the written down 
value.* 

* The value of cables is to include the 
cost of laying them, but is to exclude 
the cost of conduits (if any) 

Overhead Equipment 
i.e., Trolley Wives and Connections 

15. No wear and tear allowance is to 
be made; all expenditure on main- 
tenance and renewals should be charged 
as working expenses, as and when 
incurred. 

Cars and other Rolling Stock 

16. Subject to the ensuing clause, 
expenditure on maintenance and re- 
newals is to be treated as working . 
expenses, and allowed in lieu of wear 
and tear. 

Wear and tear, however, should be 
allowed in lieu of renewals where the 
circumstances justify such an allowance, 
provided that a strict account is kept of 
all renewals, and that, if such renewals 
are charged to revenue account, they 
shall be shown separately in such account 
and added back in computing the 
assessable profits. 

The allowance in such cases is to be 
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7 per cent. per annum on the written 
down value. 

In any case, the annual diture 
on repairs is to be allowed as a deduction 
in computing the assessable profits. 

General Plant and Machinery 

17. All other plant and machi > 
including standards, brackets, and work- 
shop tools, but excluding loose imple- 
ments, office furniture, and small articles 
which require frequent renewal should be 
bulked together. and wear and tear 
allowed thereon at the rate of 5 per 
cent. per annum on the written-down 
value, in addition to the cost of repairs. 


Per cent 
Underclothing Manufacture 
See Clothing—Light. 
Varnish Manufacture 
See Paint. ; 
Water Undertakings 
Cast iron mains 3 
Asbestos cement mains 
Steel mains ae a 
Electrical plant — me ‘6:2, ee 
Meters ... pe as ee 
Diesel engines ... ion 
Other plant and machinery oé. 5 


An undertaking may claim the 
renewals basis for all or any of the 


ACCOUNTANCY 


the wear and tear basis for any such 
category to a convenient year. 
Wrought Iron Manufacture 

See Iron and Steel. 


C. RATES FOR PARTICULAR TYPES OF 
PLANT, ETC., NOT CONFINED TO SPECIFIC 
INDUSTRIES. 
Per cent. 
Electric Furnaces 
All parts of the furnace, in- 
cluding transformers, switch- 
gear, high and low tension 
cable connections, furnaces, 
tilting gear and regulators... 12} 
Motor Lorries, Pantechnicons and 
Vans, Commercial ... 20 
(Arrangement does not extend to 
“lift” pantechnicons which are not a 
fixed portion of a motor.) 
- To meet war conditions the normal 
allowance may be increased by one- 
quarter as from April 6, 1940, to April 5, 


lll 


(a) ‘‘ B” licences or Defence Permits, 
y for hire or reward within 
ited areas and partly for the 
owner's business, or 
(b) “‘C” licences or Defence Permits, 
solely in connection with the 
owner’s business where it is 
reasonably clear that the normal 
allowance is inadequate by reason 
of war conditions, ¢.g., heavier 
loads, increased mileage and re- 
duced facilities for repairs. 
Per cent. 
20 


Motor Omnibuses .. 
A rate of 25 ‘cent. will be ‘granted 
in respect of ord 32-seater (war- 


time) buses so long as they remain 
licensed to carry 32 seated passengers 
and such number of standing passengers 
as is permitted by the Regional Transport 
Commissioner concerned. 
Rate to be reconsidered in 1947/48. 
See also Trackless Trolley Omnibuses. 


specified categories of plant and for trade or industry 


machinery and may defer a change to under— 
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Reaction to the Budget 

It is odd that Mr. Dalton’s third Budget, although 
designed to stimulate gilt-edged and to show no affection 
for equity shares, has produced the reverse effect. 
The gilt-edged market, after some weeks of unease, 
showed a last-minute tendency to discount the possibility 
that the Chancellor’s promised statement on the cheap 
money policy might rekindle public support. That 
statement brought plenty of political flourishes, but it 
gave no convincing impression that Mr. Dalton intends 
to carry gilt-edged levels ever upward. In one sig- 
nificant passage, indeed, the critical phrase “‘ long-term ”’ 
was specifically associated with a twenty-year stock. 
Without placing too much reliance on this association, 
it may well be, therefore, that the volume of the criticism 
against his undue forcing of gilt-edged rates has made 
its impression upon Mr. Dalton, and that he would now 
be more disposed to agree that the 2} per cent. Treasury 
Stock was an attempt to outdo Goschen which only 
partially succeeded. Given the present extent of com- 
petition from ‘ backdoor’’ stocks which are due for 
exchange into gilt-edged under nationalisation, this 
could hardly be otherwise. As for equities, the market 
had long been under notice of the possibility of special 
taxation of business profits; these notes a month ago 
defined the conditions under which the increased profits 
tax of 12} per cent. on distributed profits is to be levied 
in terms very similar to those used by the Chancellor 
himself. In its relief that the increased rate is more 


moderate than had been expected, the market has been — 


hunting through the ordinary share lists to find issues 
which benefit considerably from the disappearance 
of E.P.T., and are not so highly geared that they suffer 
heavily under the profits tax. In doing so, it has tended 
to lose sight of the fact that the Chancellor himself has 
joined the small band of unofficial forecasters in drawing 
attention to the poor outlook for industrial profits a 
year hence. 


1947, for vehicles operating under ““A”’ | . . 

licences or Defence Permits solely for ee wagons ounes ty private 

the purpose of carrying goods for trade oe oT =a Hoes 

or industry for hire or reward. A ‘oad Rollers 

similar increase may be allowed as from Steam rollers... er -» 10 

the date of commencement of abnormal Diesel rollers... td --» 20 

conditions of running (not earlier than _Petrolrollers ... ... —«.. 20 

April 6, 1940) for vehicles carrying goods . Steam Lorries ve 15 
and operating Tvackless Trolley Onnnibuses os 86 


Rate to be reconsidered in 1947-48. 


The Month in the City 


The Course of Prices 

The position of industrial equity shares on balance 
has been little affected by the Budget, even though the 
profits tax and the new stamp duties on bonus issues 
and on investment transactions clearly show that, 
whatever its general merits may be, this is a Budget 
aimed against the equity shareholder. The Financial 
Times industrial ordinary share index, which stood at 
128.0 at the end of last month, had steadily improved 
to 130.2 by the eve of the Budget ; it has since improved 
to 133.1 on April 24. Even tobacco shares, which were 
severely marked down on the heavy increase in the duty, 
have recovered much of their lost ground. Imperial 
Tobacco, which were in the news last month on the 
capital issue proposals, have suffered from two Budget 
factors—the increased duty, and the new bonus share 
duty (which is discussed on another page). There has 
been no tendency for investors to jettison their holdings 
of sound tobacco shares, even though a cut in con- 


- sumption, on the scale of Mr. Dalton’s expectations, 


would add significantly to the companies’ costs per unit 
of output. On the other hand, the tobacco shareholder 
would do well to hope for some reduction in consumption, 
for otherwise more drastic action may have to be taken 


* by the Government, particularly when it comes to revise 


the dollar import programme. Stocks of raw leaf are, 
however, now sufficient to cover nearly two years’ 
consumption at the rate suggested by Mr. Dalton. 


The Distributed Profits Tax 

Except by examining the accounts of individual 
cothpanies, and making assumptions about the future 
distribution policy of the directors, it is impossible to 
attempt any precise measurement of the effects of the 
additional impost on distributed profits. Taken as a 
differential, and allowing for the allowance of profits 
tax against income tax, it may not seem very large 
for it amounts to Is. 44d. net in the /. But that impost 
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falls directly on the ordinary shareholder (or indirectly 
upon him, if it causes the directors to reduce the amount 
of profits set aside to reserves), not only in respect of 
his own dividends, but also on those paid to preference 
shareholders ranking ahead of him. Moreover, regarded 
as an exchange for E.P.T., which is one way in which 
the Chancellor views the new tax, it falls upon profits 
which were never liable to the charge of being ex- 
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cessive, and on dividends which in many cases have 
been scarcely changed for several years. Where there 
is a big gearing element—for example, in companies like 
Debenhams and Lever Brothers and Unilever—the 
amount of additional profit necessary to cover the charge 
for distributed profits tax on maintained ordi 
dividends is very high, though on recent profits figures 
it could be met. 


Points from Published Accounts 


British Aluminium 

Amongst recent consolidated statements from com- 
panies that previously had not disclosed the group 
position those of the British Aluminium Co. are of special 
interest for three reasons. First, the company is re- 
- storing its ordinary dividend from 8 per cent. to 10 per 
cent., the rate that prevailed in the five years to 1945. 
Secondly, interests in subsidiaries at {6,160,273 account 
for over half its assets total of £11,963,242. Thirdly, a 
patent effort has been made to conform in advance with 
the provisions of the Companies Bill, the auditors’ 
certificate appended to the consolidated statement, for 
instance, expressing their opinion that “ the reasons 
given by the directors for non-inclusion of the accounts of 
one company are satisfactory.”” The shares and advances 
in this particular subsidiary, which can be identified 
from a separate schedule (distinguishing, incidentally, 
between the home and overseas subsidiaries) are brought 
into the consolidated balance sheet at £89,639, and there 
is a note to say that the book value of the net assets 
covering them amounted to £258,100 at the rate of 
exchange at the balance-sheet date. Useful facts that 
emerge from the statement are that the net current 
assets of the group amount to £1,922,177, as compared 
with {1,127,699 for the parent company alone; that 
this reckoning excludes £578,267 of unsecured loans 
being employed by the subsidiaries, the existence of 
which could not be deduced from the holding company 
balance sheet ; and that group reserves, at. {4,412,496 
(exclusive of future tax reserve), are substantially larger 
than those of the parent, shown at /3,559,466. The 
consolidated profit and loss account discloses ‘‘ combined 
total net profits, less losses, after provision for E.P.T. 
reduced by deferred repairs claims, and after additional 
reserve for fluctuations in stock prices.” Since the 
reserve is so described, instead of being classified as a 
“* provision,”’ it would have been better had its amount 
been indicated. It would make the position clearer, 
too, were the “‘ combined net balance after provision 
for taxation ”’ (£277,864 this time) shown before, instead 
of after, an allocation to general reserve amounting on 
_ this occasion to £200,000. Undistributed profits of the 
year of subsidiary companies attributable to the parent 
company are shown at /40,519, equivalent to about 
another 2} per cent. on the ordinary capital ; but curiously 
enough the balance-sheet figure for the balances carried 
forward by these companies is lower on the year at 
£320,491, against £328,123, and no reconciliation is 
offered. 


Lewis’s 

Lewis’s is another company that has fallen into line 
with the practice of issuing consolidated accounts. At 
the same time the basis of accounting has been altered 
to show all dividend requirements at their net amounts, 
and the board is to be congratulated on including com- 
parative figures, adjusted to be truly comparable, for 
the previous year. The accounts of Lewis’s Bank have 
not been consolidated with those of the rest of the 


group (whose main business is the operation of depart- 
ment stores). But in the consolidated income state- 
ment the revenue from this subsidiary (£107,705) is 
distinguished from revenue from general investments 
(£63,585), revenue from property (£76,612) and miscel- 
laneous revenue (£2,883). With the trading profit 
separately stated at £1,870,857 and with the deprecia- 
tion and taxation provisions disclosed the statement is 
relatively detailed ; but it is a deficiency that the entry 
for the year’s taxation provision is so cryptic, indicating 
neither whether it includes E.P.T. nor the basis of charge. 
Another criticism is that, whereas the “ reserves and 
surplus”’ of the parent company, amounting to 2,383,022, 
are particularised—they exclude an E.P.T. post-war 
refund of £100,717, grouped with provisions—there is 
merely a bald entry of {2,418,993 for the “ surplus ” of 
the group. Against this has to be set intangible assets 
of £26,076 representing premiums paid on shares acquired 
in subsidiary companies. The most interesting feature 
of the consolidated balance sheet is the disparity between 
the {2,435,687 total of current liabilities for the parent 
and the £3,637,241 total fer the group. A consequence 
is that the group’s surplus of net current assets is only 
£286,742, whereas for the parent it is £758,691. 


Henlys 

An improvement in the presentation of the accounts 
of Henlys is that the accumulated provision for taxation 
is now segregated amongst current liabilities, while the 
year’s charge under this head appears in the profit and 
loss account as a separate item. From the directors’ 
report it emerges that the balance-sheet entry includes 
E.P.T.; but it is not clear whether E.P.T. fell to be 
paid in respect of the year to August 31 last. The 
narrative in both the balance sheet and the profit and 
loss account might profitably be expanded to cover this 
point and to make it evident that the provisions take 
care of future tax on profits earned to date—as would 
seem to be the case. There is a full profit and loss 
statement for the parent company, with revenue split 
into seven distinct items and separate debits being 
shown for rent, rates, heating and lighting; salaries, 
wages and commission ; advertising; travelling, trade, 
office and sales expenses, including bad debts; and 
printing, stationery, insurance, postages and telephones. 
As yet there is no combined profit and loss account, but 
the chairman hopes that it will be possible to submit 
such a document next year. By that time it may have 
become obligatory to do so. 


International Combustion 

The statement of the chairman of International 
Combustion that the accounts “call for no special 
comment except that this year a consolidated balance 
sheet and profit and Joss account are submitted” 
dismisses rather lightly a departure of very real use. It 
is true that, as the parent company takes up the profits 
and losses of its subsidiaries in its accounts, the group 
profit statement is not spectacular; but even here it 
is helpful to know that the subsidiaries have written 
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off £11,555 from patents before determination of the 
year’s surplus. And the consolidated balance sheet has 
great interest because it shows the group’s financial 
situation to be a good deal stronger than could be 
deduced from the parent’s own showing. Against cash 


= Legal 


EXECUTORSHIP LAW AND TRUSTS 
Will—Gift to a class of children or an only child—lIllegiti- 
mate child excluded. 

In Re Dicker deceased (1947, 1 All E.R. 317), by her 
will dated April 20, 1940, the testatrix gave legacies to 
various named relatives, and one “to my 
J.X.” She directed that her residuary estate should be 
divided into four equal shares. No question arose as to 
three such shares, but the fourth share was given on 
trust to divide the capital and income equally between 
the children of Mrs. X., living at her death if more than 
one, and, if only one, to that child absolutely. J.X. 
was the only child of Mrs. X., and was illegitimate. 
Evidence showed only that the testatrix was aware that 
J.X.’s status as the legitimate child of Mrs. X. was open 
to doubt. Vaisey, J., held: (1) the mere description of 
J.X. as the nephew of the testatrix in one clause of the 
will would not of itself entitle him to count as a child 
of her sister under another clause ; (2) “‘ child” in the 
absence of a clear controlling context or plainly rebutting 
circumstances meant legitimate child. This was governed 
by well-established authority ; (3) the testatrix expressed 
an intention to benefit either (a) a class of children, or 
(6) an only child, and there was no ground for holding 
that she meant the class of children to include any 
illegitimate child, with the result that the share in 
question was undi of by the will. If the gift had 
been to Mrs. X.’s “child” (without any mention of 
“‘ children ’’), the case would have been different. In 
the circumstances, the share in question would devolve 


as under a partial intestacy. 


Charities—Charitable purpose. 

In Re Norman (1947, 1 All E.R. 400), Vaisey, J., 
decided an interesting point concerning charitable gifts. 
For half a century the testatrix had been doing mission- 
ary work in China in association with a religious body 
known as the Brethren. It was directed and financially 
supported by the editors of a periodical called Echoes of 
Service. Evidence showed that the editors were really 
trustees and treasurers of the churches of the Brethren 
in relation to their missionary activities. Echoes of 
Service was not only the title of a periodical, but had for 
many years been the accepted designation of a charity 
for (inter alia) distributing through the editors of the 

ical gifts sent to them for the charitable objects 
of the Brethren. By her will dated September, 1931, 
the testatrix, who died in February, 1945, bequeathed 
“‘ the residue of her moneys to the editors of the periodi- 
cal called Echoes of Service to be applied by them for 
such objects as they may think fit.” Vaisey, J., held 
that the request was a valid gift to the editors for the 
use and benefit of the charity or charitable organisation 
known as “ Echoes of Service.”’ It was not a valid gift 
to the editors beneficially, and it did not fail for un- 
_ certainty. For fifty years the testatrix had done devoted 
work for the Brethren as a missionary in China, and 
she died in Shanghai. The Court held that the case 
fell within the principle of Re Garrard (1907, 1 Ch. 382), 
where it was held that a bequest to a vicar and church- 
wardens of a named parish to be applied in their dis- 
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Celanese ot Aoeneae. bale by Be parent the group as 
a whole holds cash of {641 667, and its surplus of net 
current assets at £630,128 is at different from the 
meagre figure of {74,293 that 
parent alone. 


Notes 


cretion was a good charitable gift for ecclesiastical 
purposes in the parish. . 


Money paid under mistake as to construction of wiil. 

In Re Diplock’s Estate (1947, 1 All E.R. 522), by his 
will made in 1919, the testator directed the residuary 
estate to be applied “for such charitable institution 
and institutions or other charitable or benevolent object 
or objects in England ” as the executors might in their 
The testator died in 1936, 
and by 1938 the executors had distributed more than 
£200,000 out of the residuary estate to various charitable 
institutions. In September, 1939, one of the next of 
kin challenged the will’s validity, and in June, 1944, 
the House of Lords held that the bequest was void for 
uncertainty. In an action by those entitled under an 
intestacy, to recover from the institutions the sums 
paid to them, Wynn-Parry, J., held: (1) the rule that 
an action for money had and received founded on 
mistake could only succeed if the mistake was one of 
fact and not of law, was a rule of general application 
and did not depend on the pre-existence of a contract 
between the parties ; in the present case, the mistake 
was one of law, so that the plaintiffs’ action was not 
maintainable ; (2) in the circumstances, the plaintiff 
had no personal claim in equity against the defendant 
charities for the return of the sums mistakenly paid 
to them ; (3) where a person other than the true owner 
pays money into an account at his bank and does not 
mix it with other money, at common law the true owner 
can follow it into that account, and further into any 
assets purchased wholly with it. The common law 
right does not depend on any fiduciary relationship 
between the true owner and the person who deals with 
it. The equitable doctrine of allowing the tracing of 
money mixed with other money (e.g., in a banking 
account) applies only where there is a fiduciary relation- 
ship. Therefore, when the institutions had paid the 
money received from the executors into a mixed account, 
the equitable doctrine of tracing could not be invoked ; 
(4) the plaintiffs were not entitled to recover any sum 
paid by the executors to one of the defendant institu- 
tions and applied by it in discharging a debt then 
owing by it; (5) where the executors had imposed a 
condition as to how the money was to be applied by the 
defendant institution, acceptance of the condition and 
the application by the institution of the money in 
accordance with it did not of itself result in the giving 
of consideration by the institution so as to entitle it to 
be regarded as a purchaser for value without notice. 
The transaction only amounted to a gift of money 
subject to a condition as to its disposal, even though 
the condition involved that the institution should = 

of its own p rty in a certain way, ¢.g., by 

roto or alteration of a building on its land ; (6) the 
defendant institutions were not fixed with notice to 
prevent them from relying on the plea of purchase for 
value without notice ; (7) in so far as the plaintiffs had 
a right to trace, that ‘right existed although the institu- 
tion held on charitable trusts the property into which 
it was sought to trace, and on which an equitable charge 
was claimed. 
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Society of Incorporated Accountants 


Incorporated Accountants’ Course, 
September, 1947 


As announced in our last issue, arrangements have 
been made to hold a further Course from September 19 
to 24, 1947, at King’s College, Cambridge (by kind 
permission of the Provost and Fellows). The Course is 
open to all members of the Society of Incorporated 
Accountants, but is limited toa maximum of 85 members. 
The inclusive charge for the Course will be {6 6s. per 
head, but members are particularly requested not to 
forward any remittance until advice is received that a 
vacancy has been allotted. 

The following is the provisional programme as at 
present arranged : . 

FRIDAY, SEPTEMBER 19: - 

Course assembles. 

Opening meeting and welcome by the President. 
SATURDAY, SEPTEMBER 20: 

Opening address by the President of the Society. 

“The Use of Accounts for ement,”by Mr. 

R. E. Yeabsley, C.B.E., F.S.A.A., F.C.A. (Member 
of Council of the Society). 


SUNDAY, SEPTEMBER 21: -. 
A service in a College Chapel will be arranged. 
An address by Mr. J. W. Belcher, M.P., Parliamentary 
Secretary to the Board of Trade, on ‘‘ The Outlook 
for British Industry,” 


MonpDay, SEPTEMBER 22: 
“Consolidated Accounts,’’ by Mr. T. B. Robson, 
M.B.E., M.A., F.C.A. 
“ Test Checks,’’ by Mr. E. Cassleton Elliott, F.S.A.A. 
(Past President of the Society). 
e me by Mr. H. A. R. J. Wilson, F.S.A.A., 
CLA. 


TUESDAY, SEPTEMBER 23: 
- — by Mr. H. A. R. J. Wilson, F.S.A.A., 
.C.A. 
Guest night dinner. 


WEDNESDAY, SEPTEMBER 24: 

Course disperses. 

Other subjects which will be included in the 
final programme are “The Companies Act” and 
“ Prospectuses and Offers for Sale.”” A number of 
social activities will also be arranged. : 

Members wishing to attend the Course are requested 
to apply to the Secretary, if possible, before Friday, 
May 23, although applications will be accepted up to 
Monday, June 2. : 


Sheffield Disinoad Jubilee 


The Incorporated Accountants’ District Society of 
Sheffield—the second District Society to be formed— 
celebrated its sixtieth anniversary on March 20 and 21. 

The Lord Mayor and Lady Mayoress of Sheffield 
(Councillor and Mrs. Ernest S. Graham) entertained the 
members and guests-at a reception and dance in the 
Town Hall on March 20. 

On March 21 a visit was paid to the works of Edgar 
Allen & Co., Ltd., Imperial Steel Works, Sheffield. 
Facilities were provided by Mr. W. H. Higginbotham, 
F.S.A.A., director and secretary. Members of the staff 
of the company conducted the party round the works 
and explained the various processes. _ ; 

The President of the District Society, Mr. A. F. J. 
Girling, F.S.A.A., was in the chair at the dinner held 


at the Royal Victoria Station Hotel, Sheffield, on 
March 21. A large company included the Lord Mayor 
and the Lady Mayoress, the Minister of Defence (The 
Right Hon. A. V. Alexander, M.P. for the Hillsborough 
Division of Sheffield), Mr. F. Woolley, J.P., F.S.A.A., 
President of the Society of Incorporated Accountants, 
Sir Frederick Alban, C.B.E., F.S.A.A., Vice-President, 
the Master Cutler (Hon. R. A. Balfour), Colonel F. A. 
Neill, President of the Sheffield Chamber of Commerce, 
Dr. A. W. Chapman, Registrar of Sheffield University, 
Mr. A. A. Garrett; Secretary of the Society of Incor- 
porated Accountants, and representatives of civic life, 
the professions, commerce and industry in the area, as 
well as of other District Societies of Incorporated 
Accountants. 

Mr. A. F. J. Girling, President of the Sheffield 
Society, proposed the toast of ‘‘H.M. Government.” 
One of the effects of wars, he said, was to make people 
politically conscious. Those who sacrificed and worked 
for their country now felt they had a right to demand 
certain fundamental things—houses, educational facili- 
ties, social services, better relationships between 
employer and employed, better working conditions. 
They still expected the voice of Britain to be listened to 
with respect in the counsels of the nations, and he 
thought they owed a debt of gratitude to Mr. Ernest 
Bevin, the Foreign Secretary, for firmly presenting and 
maintaining the British point of view. 

The Right Hon. A. V. Alexander, M.P., Minister 
of Defence, in reply, said the fundamental requirements 
of the people had been properly stated by the Chairman. 
Perhaps the nation was not taking quite enough credit 
for what had been achieved. In 1946 they reached 
112 per cent. of pre-war ptoduction for export. To-day 
was surely the time to ask all the workers for the extra 
production needed to help the country during its 
economic crisis. In exchange, it was reasonable to give 
as good a guarantee as possible of continuous employ- 
ment. 

No country had a greater right than Britain to be 
listened to after what she did for the world in 1940 and 
1941. Britain’s first and foremost policy was to prevent 
war again. As Minister of Defence, he was opposed to 
unilateral disarmament. As soon as all countries were 
willing to disarm, then he was all for it, accompanied by 
a proper system of supervision and inspection. Above 
all, a permanent world court with nations backing its 
decisions was the only way to b 

The toast of “ The City and Trade of Sheffield ” 
was proposed by Sir Frederick Alban, C.B.E., 
F.S.A.A., Vice-President of the Society of Incorporated 
Accountants. He described the recent economic White 
Paper as a stark document which every business man 
would do well to have on his mantelpiece as a tempera- 
ture chart of the country for the next year or so. After 
visiting some of Sheffield’s industries that day and seeing 
the enthusiasm, comradeship and skill of the workmen 
he felt confident that Sheffield would play her part in 
the march for production. 

The Lord Mayor of Sheffield (Councillor Ernest 
S. Graham), responding to the toast, said they were 
looking to the Government for leadership towards that 
greater production without which the nation could not 
survive. 

The Master Cutler (Hon. R. A. Balfour), who also 
responded, welcomed the recent proposal to investigate 
the employment of. manpower in the services. Sheffield 
had a very grave shortage of men, but it was doing its 
share of export trade. 
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Colonel F. A. Neill, President of the Sheffield 


Chamber of Commerce, “The Society of 
Incorporated Accountants and Auditors.” He said the 
Chamber owed a deep debt of gratitude to one of the 
nennoy Aa past-Presidents, Mr. Percy Toothill, who had 

been Chairman of its Taxation Committee for many 

. The Economic Survey made it abundantly clear 
that a tremendous effort was required of the people, 
regardless of their status or political views. There was 
a greater need in industry for the services of accountants 
than ever before. Their wise counsel in advocating 
large-scale provision for depreciation and obsolescence 
and for the creation of reserves by the ploughing back 
of profits could guide industry from the rocks and shoals 
which inevitably would be met in the stormy waters of 
a buyer’s market, which was coming much sooner than 
many people expected. 

Mr. F. Woolley, F.S.A.A., President of the Society 
of Incerporated Accountants, responded. He said the 

and useful work accomplished during sixty 
years by the Sheffield Society, and the position they had 
built up in the regard of their fellow men, could be 
viewed with a great measure of satisfaction. He con- 
gratulated Mr. Girling: and Mr. J. W. Richardson, the 
honorary secretary, on the excellent arrangements. 

Mr. Woolley acknowledged the help and loyalty of 
Sir Frederick Alban. He also spoke of the delight and 
thankfulness everybody felt at the complete recovery 
from illness of Mr. Percy Toothill, who could boast of 
50 years’ connection with the Sheffield Society as 
Honorary Secretary, President and Committee-man. 
He was an active member of the parent Society’s Council 
and had filled the office of President. They were all 
sorry that Mr. Griffiths, an honoured member of the 
Council, was unable to be present through sickness. 

Their profession concerned the public and the interests 
of trade and industry in a peculiarly intimate way. 
He had every confidence that the Public Accountants 
Bill would be received in Parliament as a measure 
designed to give protection to the public and safeguard 
the interests of those concerned with the employment of 
professional accountants and with their qualifications. 
Although they had heard very little about the matter 
for some months, it was by no means on the shelf, and 
its progress would not be delayed much longer. He 
was glad to know that Sheffield University was co- 
operating in the scheme for associating university 
training and the attainment of a degree with qualification 
for the profession. In that connection Mr. Richardson, 
a member of the local Advisory Committee, had rendered 
considerable service. There had been in all the speeches 
notes of optimism and notes of anxiety. He thought 
there was a place for both. Need he say that Incor- 
porated Accountants as a body were prepared to play 
their part? They would take care to avoid over- 
stepping their privileges, and certainly it was no part of 
their function to enter into politics. Indeed, he thought 
if they were invited to say what was really in their 
hearts, they would suggest something in the nature of a 
party truce. What was needed above all else was con- 
fidence in themselves, in their work, and in their Govern- 
ment. He knew he was making a large suggestion, but 
the country’s great need at present must transcend all 
individual, party, and sectional considerations and 
interests, and all should work together for the common 
good. The country had the capacity, the knowledge, 

skill, and experience with which to fight successfully 
against the difficulties confronting it. 

The toast of “‘The Guests”’ was by Mr. C.S. 
Garraway, Vice-President of the District Society, and 
responded to by Dr. A. W. Chapman, Registrar of 
Sheffield University. 
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COUNCIL MEETING 


MARCH 26, 1947 
Present: Mr. F. Woolley, J.P. (President) in the chair, 
= Frederick Alban (Vice-President), Mr. R. M. Branson, 
lie oe m Brodie, Mr. M. J. Faulks, M.A., Mr. L. C. 
Haw Sir Thomas Keens, D.L., Mr. A. E. Middleton, 
M.A., LL.B., Mr. Bertram Nelson, J.P., Mr. James Paterson, 
Mr. F. A. Prior, Mr. Henry Smith, Mr. R. E. Starkie, Mr. 
Joseph Stephenson, O.B.E., and Mr. R. E. Yeabsley, C.B.E. 
Apologies for non-attendance were received from . John 
Ainsworth, Mr. C. Percy Barrowcliff, Mr. R. Wilson Bartlett, 
Mr. E, Cassleton Elliott, Mr. Alexander Hannah, Mr. C. A. G. 
Hewson, Mr. Walter Holman, Mr. Percy Toothill, Mr. A. H. 
Walkey, and Mr. Richard A. Witty. 
New MEMBERS OF COUNCIL 
The President welcomed as members of the Council Mr. 
L. C. Hawkins (London) and Mr. Henry Smith (Manchester), 
who took their seats for the first time. 
INTERNATIONAL CONGRESS = MANAGEMENT, STOCKHOLM, 


Mr. R. E. Yeabsley, C:B.E., was nominated as the Society’s 
representative. 

Tue Late Mr. F. A. Wesser, O.B.E., J.P. 

The Council received with much regret a report of the 
death of Mr. F. A. Webber, Bristol, one of the Auditors of 
the Society and Hon. Secretary of the West of England 
District Society. A resolution of sympathy with Mrs. 
Webber was adopted. 

Str JAMES MARTIN MEMORIAL EXHIBITION 
A Sir James Martin Memorial Exhibition was awarded to 


Mr. T. A. Dunlop, articled clerk to Mr. C. J. Dalton, Dublin, 


in respect of the Intermediate Examination in November, 


1946. 
GOLD AND SILVER MEDALs, 1946 
Awards were made to the following candidates at the Final 
Examinations in 1946: 
Gold Medal: Mr. Brian Runciman Pollott, M.A., 
Dudley (May, 1946). 
Silver Medal: Mr. Charles Leonard Lanham, Cape Town 


(May, 1946). 


A report was received of proceedings in Committee of the 
House of Lords on the Companies Bill, particularly in regard 
to the clauses relating to auditors of companies. 

RESIGNATIONS 

The following resignations were accepted : 

Brissy, Samuel Garrith (Fellow), Sutton, Surrey. 

BLACKNELL, Harold George (Associate), London. 

Fotuiott, Harry (Associate), London. 

Hovucurton, Albert (Associate), W. Worthing. 

Lzz, Joseph Eric (Associate), Leicester. 

Linz, Charles (Associate), West Wickham. 

Motz, Albert Charles (Fellow), Taunton. 

Rooke, Wesley Edwin (Fellow), Gurnard, I.W. 
DEATHS 

The Council received with regret intimation of the death ot 
each of the following members : 

ANDERSON, Joseph Steward, D.C.M. (Associate), Toronto, 
Canada. 


Barnes, Fred Percy (Fellow), London. 

Cow.ey, Thomas Ronald (Associate), Douglas, I.0.M. 
(on active service). 

Foutston, Harold (Fellow), Sheffield. 

Hitt, Edwin Goode (Fellow), London. 

Morris, William (Fellow), London. 

STaLLwoop, Arthur Frederick (Fellow), London. 

Tessier, Eric Norman (Associate), Purley, Surrey. 

Watt, Thomas Atkins (Associate), London. 

Wesser, Frederick Arthur, O.B.E., J.P. (Fellow), 
Bristol. 

Witu1amson, James Harry (Fellow), Ashton-under-Lyne. 


DISTRICT SOCIETIES AND BRANCHES 


SOUTH AFRICAN (NORTHERN) BRANCH 
Annual Report 
The Branch membership on December 31, 1946, was 265, 


with 262 a year earlier. 
records with regret that two members 
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died during the year, and advice was received of the deaths 
on active service of four articled clerks. - 

There are 135 articled clerks on the register, as compared 
with 112 on December 31, 1945. In addition, there are some 
articled clerks who will have to complete the required period 
in the profession after their return from active service. The 
articles of 56 candidates were registered during the year. 

It is estimated that 80 members of the Branch and 142 
clerks saw service in the recent war. 

’ A meeting of the Advisory Council, consisting of two 
delegates from each Branch of the Society in South Africa, 
was held in Johannesburg in June, 1946. The Northern 
Branch representatives were Mr. B. A. Key, who was elected 
Chairman, and Mr. R. B. Hogg. Views were exchanged on 
various matters of interest to the Society throughout South 
Africa, and agreement was reached on an active policy to 
be pursued in close tion with the South African 
Chartered Accountants’ Societies. The next meeting of the 
ne eS Se SEE Seas Sey eh ee. 

Towards the end of 1946 the Treasury addressed a notifi- 
cation to the Branch, as well as to other professional bodies 
in the Union, that it had been decided that a Bill should be 
introduced into Parliament in the near future to provide for 
the .registration, qualification, designation, and control of 
accountants and auditors. The various accountancy bodies 
were invited to consult one another with a view to preparing 
a draft Bill for consideration by the Treasury. The Branch 
is keeping in close touch with the Eastern and Western 
Branches of the Society, and with the Transvaal Society of 
Accountants, and will do all in its power to ensure that the 
rights of members and prospective members are protected. 

At the request of the Registrar of Banks, the Committee 
forwarded recommendations in connection with the proposed 
regulations on bankers’ insurance against loss through 
negligence or dishonesty. Certain of these recommendations 


were adopted. , 

Severe bomb was sustained by the Incorporated 
Accountants’ Hall in London. Following a recommendation 
by the Advisory Council, the Committee felt that members 
of the Branch would like to contribute towards the cost of 
restoration as a tribute to the Society in Great Britain. 
Subscriptions received from members exceed £100, and £250 
has been added from accumulated funds. 


LONDON STUDENTS’ SOCIETY 


The fifty-sixth annual meeting of the soy ae Accoun- 
tants’ Students’ Society of London and ict was held 
on March 20. - 

Before p ing to the business of the meeting, the 
President, Mr. D. Mahony, F.S.A.A., made a presentation 
to Mr. James C. Fay on behalf of past and present members 
in recognition of his long and valuable services as Secretary 
of the London Students’ Society. Mr. Mahony said that for 
over 25 years, Mr. Fay had helped students in all their 
troubles and difficulties, and they had to thank him for 
arranging a series of brilliant lectures during the past quarter 
of a century. 

Messages of congratulation and good wishes were received 

. from the President of the Society of Incorporated Accoun- 
tants, Mr. F. Woolley, J.P., F.S.A.A., and many members 
of that Society. Mrs. Fay, who accompanied her husband, 
was presented with a bouquet of flowers. 

Mr. James C. Fay, in reply, said how much he appreciated 
the gift of National Savings Certificates. He hoped when he 
settled down on the south coast to use them for the purchase 
of a television set, which would. be a constant reminder of 
the very enjoyable years he had spent as Secretary of the 
London Students’ Society. 

The President announced that Mr. C. A. Evan-Jones, 
M.B.E., had been appointed Secretary. 

A vote of thanks was adopted to Mrs. Smith and other 
members of the staff of the t Society for the valuable 
assistance they had rend to the Students’ Society. 

The report and accounts were adopted and the members 
of the Committee were re-elected, with the exception of 
Mr. A. A, Garratt, Mr. J. R. Messenger, and Mrs. A. B. 


Duffell, who did not seek re-election. Mr. G. F. D. Rice, 
A.S.A.A., Mr. E. Williams, and Mr. W. R. McBrien, who had 


in accordance with the rules were re-elected. Mr. W. G. 
., were 


The President, Mr. D. Mahony , announced that he was 
d that Mr. A. V. Hussey, F.S.A.A., 


Mr. F. R. Witty, A.S.A.A., would succeed Mr. Hussey as 
Vice-President for the ensuing year. 

Mr. A. V. Hussey, the new President, proposed a hearty 
vote of thanks to Mr. D. Mahony for his extremely valuable 
services during the three years. He said all could rest 
assured of Mr. Mahony’s continued support in the future. 


Report 

Duri ant a0 597 new members were elected, and 
at December 1, 1346, the register contained the names of 
2,624 members, including 9 honorary members, 159 ordinary 
members in practice, and 2,456 ordinary members not in 
practice. The Committee regret that notification was received 
of the death of five members, of whom three were killed on 
active service. 

The Committee unanimously resolved that honorary mem- 
bership be conferred upon Mr. James C. Fay. 

Fifteen meetings were held during 1946, and the Com- 
mittee ress their thanks to the lecturers. 

A booklet containing the 1946 spring and autumn lectures 
is in course of preparation and will be forwarded to all members 

A series of public speaking lectures was given by Mr. 
Arthur Duxbury. 


GLASGOW STUDENTS’ SOCIETY 
The ing meeting of the Glasgow Students’ Society was 
held oe March a Robert Fraser, F.S.A.A., ided 
over a large attendance. A lecture was given by Mr. John 
D. Stewart, A.S.A.A., Senior Inspector of Taxes, Glasgow, 
on “The Adjustment of Accounts for Income Tax Pur- 
” - Mr. Stewart, discussed the items which an inspector 
would deal with in arrivitg at the computation of liability 
for income tax, E.P.T., and N.D.C. He also referred to 
questions on income tax set at the last Final Examination, 
and gave what he considered would be appropriate answers. 
Mr. James Paterson, F.S.A.A., of the Scottish 
Branch, moved a vote of thanks to Mr. Stewart, and Mr. J. 
Hawthorne Paterson, F.S.A.A., moved a vote of thanks to 
chairman. 


the 
PERSONAL NOTES 


Mr. Donald H. Bates, F.S.A.A., J.P., has been 
by the Minister of Labour and National Service as i 
of the Appeal Tribunal set up under the Unemployment 
Assistance Act, 1934, for the Potteries District. 

Sir Frederick Alban, C.B.E., Vice-President of the 
of Incorporated Accountants, and Mr. E. Long, A.S.A.A., 
have been elected to the Council of the Chartered Institute 
of Secretaries. 

Messrs. Solomon Hare & Co., Incorporated Accountants, of 
39, Broad Street, Bristol, announce that their practice and 
that formerly carried on by the late Alderman F. A. Webber, 
O.B.E., J.P., F.S.A.A., at Dominion House, Bristol, have 
been ted as from April 1, 1947. Mr. Frederick 
P. L. Roberts, A.S.A.A., who had been associated with the 
late Alderman Webber for over 27 years, has been admitted 
to partnership. The practice will be continued under the 
name of Solomon Hare & Co. 

Messrs. Cassleton Elliott & Co. have “rrery in announcing 
that Mr. Norman Cassleton Elliott, M.A., A.C.A., has been 
admitted a partner as from March 31, 1947. Mr. Norman 
Cassleton Elliott is the elder son of the senior partner. 

Mr. H. W. Batty, F.S.A.A., F.C.LS., of Batty & Co., 
Incorporated Accountants, 126, Bishopsgate, London, E.C.2, 
has taken into partnership Mr. R. M. Stewart, C.A., A.S.A.A., 
The style of the firm will remain unchanged. 

Mr. H. Mitchell Firth, F.S.A.A., announces that as from 
April 1, 1947, he has admitted Mr. Jack Fearnside, A.S.A.A., 
to partnership in the practice of Firth, Parish & Clarke,’ 
Incorporated Accountants, at Eldon Chambers, 5-6, Eldon 
a omer The ean cong Nicholson, Fearnside & 

., Incorpora: Accountants, been amalgamated with 
that of Firth, Parish & Clarke. 
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| ee May, 1947 
| been —_ to the Committee _ the i retired, and 
| had been elected to succeed him ; he further announced that 


